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Introduction

The need to build a company’s competitive advantage means that the issues
related to the development of entrepreneurship and increasing the flexibility of the
organization are still relevant, and in the time of the SARS-CoV-2 virus pandemic it
becomes even critical. Factors such as entrepreneurial personality and spirit,
empathy, humility, innovation, opportunity recognition, self-efficacy, social entre-
preneurship, commitment to a cause, intrapreneurship, minority entrepreneurship,
new business models, and entrepreneurial resilience, to mention a few, may be
relevant to dampen economic hardship during such challenging circumstances.

Entrepreneurship concerns activities resulting in the creation of a new
organization, but it can be successfully manifested in the internal activities of an
existing organization (organizational entrepreneurship), leading to the business
development. Organizational entrepreneurship defines the process of strategic
renewal of an existing business, as well as the creation of new ventures, products or
services, or new strategic positions to drive innovation. It focuses on the organization
as a “leading participant” in entrepreneurial processes, not just on the entrepreneur-
owner. The role of the owner, although socially important, may well be performed
by entire organizations that have a decentralized structure and decision-making.
Within this area, the construct of entrepreneurial orientation is particularly valuable,
widely regarded as one of the factors contributing to capturing the organization’s
tendencies towards entrepreneurship. An organization’s entrepreneurial orientation
reflects the way a company decides to compete directly or indirectly in the face of
emerging opportunities and threats, which are so exacerbated in a pandemic.

The Covid-19 pandemic has highlighted the importance of crisis management and
the growing need to seek adaptive behaviour and therefore the need for organizational
flexibility. Organizational flexibility in enterprises is an opportunity that allows you
to flexibly respond to changing environmental conditions through i.a. internal
changes in the organization and is one of the most important organizational compe-
tences that determines the level of organization’s adaptation activities to changing
environmental conditions. Organizational flexibility can be expressed as the ability
of enterprises to manage changes by quickly reacting to both threats and market
opportunities, which ultimately affects not only the shaping of the organization, but
also the competitive position of the enterprise. Organization’s features that may de-
termine the level of organizational flexibility include the size of the company, its
structure and nature, the adopted management style in the company or the level of
organizational culture in the company. The need for flexible creativity in organiza-
tions, in response to the complexity and speed of changes in the social and business



environment around enterprises, is required at all levels, in all its functions or in sub-
sequent stages of the company’s life cycle.

The unpredictability of the operating conditions of enterprises in the time of the
Covid-19 pandemic and the crisis caused by the restrictions related to the epidemic
have emphasized the role of entrepreneurship and flexibility of the organization as an
economic entity. They can be a response, at least in part, to management problems in
the times of crisis. The ability or skill to adapt to the environmental conditions and
entrepreneurial orientation allow for prompt adaptation to new conditions and
building more effective tools for managing the enterprise and maintaining its level of
competitiveness.

In terms of management, small and medium-sized enterprises (SME) differ
significantly from large business entities, while their dynamics are still analysed and
examined as if they were large enterprises. This paradigm has led smaller actors to
adopt management principles, techniques and practices that are not adequate to their
reality. Meanwhile, the specificity of SMEs creates a significant need, especially in
period of market turbulence, to adjust management to the operating conditions and
characteristics of these entities, which in turn justifies the need for constant research
into management problems and solutions in this sector.

Conducting research is subject to the principle of the continuity of knowledge
development. The dramatic changes in the conditions for the functioning of
enterprises during the Covid-19 pandemic revealed many cognitive gaps, which are
currently being intensively explored by researchers in the field of management
sciences. In relation to this study, the diagnosed cognitive gap is manifested in the
lack of analyses of the use of the concept of entrepreneurial orientation and
organizational flexibility to overcome threats, but also to take advantage of
opportunities related to new market conditions in the time of the Covid-19 pandemic,
with particular reference to small and medium-sized enterprises. An additional
component of the abovementioned gap is the lack of comparisons for countries with
different socio-economic conditions, hence the in-depth research conducted in Poland
and Ukraine will allow, on the one hand, a certain systematization of knowledge on
the functioning of the discussed constructs in the practice of small and medium-sized
enterprises, and on the other hand, indicate the directions for further research in this
area.

The main research goal is: Diagnosis, understanding, description and
explanation of the significance of the influence of entrepreneurial orientation and
organizational flexibility on management in small and medium-sized enterprises in
a pandemic crisis.

Research questions that are planned to be answered on the basis of the collected
and analyzed research material are:

RQ1: What are the differences in implementation and influence on management of
entrepreneurial orientation in small and medium-sized enterprises in Poland and
Ukraine?
RQ2: What are the differences in implementation and influence on management of
organizational flexibility in small and medium-sized enterprises in Poland and
Ukraine?
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The monograph consists of four chapters which constitute a coherent whole.

The first chapter “The Specificity of the Activity of the SME Sector” contains
quantitative and qualitative characteristics of the SME sector. Initially, the definitions
of small and medium-sized enterprises used in Poland on the basis of regulations
adopted in the European Union and in Ukraine are presented. The quantitative
structure of the SME sector in both countries and changes in the number of active
enterprises in individual size groups in recent years are also presented. The next point
indicates the economic and social role of the SME sector in Poland and Ukraine.
The share of SMEs in generating the GDP of a given country and in employment of
the workforce was discussed. Then, the share of particular size groups of enterprises
in the export and import of goods and services was indicated. The role of SMEs in
building an innovative economy was also emphasized. The last point of the first
chapter discusses the specificity of managing small and medium-sized enterprises
compared to large economic entities, from the point of view of the effectiveness and
barriers of the management process, as well as the creation of effective management
tools.

The second chapter titled “Entrepreneurial Orientation of Small and Medium-
sized Enterprises” provides a comprehensive discussion of the construct of
entrepreneurial orientation of an organization. In the first section, the subject is
located in the area of knowledge — organizational entrepreneurship, and more broadly
in management sciences. Then, the definitions of entrepreneurial orientation
are introduced and compared, taking into account the multidimensionality of
the construct. The individual dimensions in the 5-dimensional approach to
entrepreneurial orientation have also been characterized, i.e. autonomy, proactivity,
risk taking, innovation and competitive aggressiveness. The last part of the second
chapter relates to a specific approach, opportunities and threats to the functioning of
entrepreneurial orientation in small and medium-sized enterprises.

The third chapter “Organizational Flexibility in the Activities of Enterprises”
reflects the multifaceted approach to the flexible functioning of modern enterprises.
After introducing the necessary definitions of organizational flexibility, along with
its specific features and the results of its implementation in the enterprise, the authors
characterized the individual dimensions of organizational flexibility, indicating that
it is not a uniform construct. The functioning of organizational flexibility at the
strategic, operational and functional levels in the organization is marked and
discussed. Due to the fact that the monograph focuses on management problems of
small and medium-sized enterprises, the last part of the chapter presents
considerations on the specific conditions of flexible functioning of this group of
enterprises.

The fourth chapter titled “Case study in the Sector of Small and Medium-sized
Enterprises” presents a discussion of the results of qualitative own research. The
research in the form of an in-depth interview was conducted in eight enterprises,
including four small and four medium-sized enterprises. The research was
international in nature, i.e. half of the surveyed entities are companies operating in
Poland, and the remaining companies are based in Ukraine. Such a research approach



allowed for the observation of differences in the approach to entrepreneurial
orientation and organizational flexibility of enterprises in countries with different
socio-economic development. The method and scope of the conducted research have
been discussed in detail in the research methodology. The last part of the chapter is
a summary of the results of qualitative research, indicating the observed regularities,
limitations along with potential solutions for a more effective functioning of small
and medium-sized enterprises.

The monograph is supplemented with an introduction and an ending, summarizing
the authors’ scientific considerations, and bibliography.



Chapter 1
The Specificity of the Activity of the SME Sector

1.1. Characteristics of the SME Sector

Micro, small and medium-sized enterprises (SMEs) are the engine of each
country’s economy. They are the main source of employment, create the dimension
of entrepreneurship and innovation, and thus are crucial for increasing
competitiveness and employment', both in the European Union countries as in
countries outside the European Union. Micro, small and medium-sized enterprises
play a key role in the European economy. They are a major source of entrepreneurial
skills, innovation and employment. Small and medium-sized enterprises are one of
the main factors driving socio-economic development, they stimulate its growth?.
Entities from the SME sector constitute a heterogencous group of enterprises,
consisting mainly of service, agricultural, manufacturing and trade organizations®.

Due to the enormous importance of the SME sector for the European economy,
they are an important goal of EU policy. The European Commission aims to promote
entrepreneurship and improve the business environment for SMEs, enabling them to
realize their full potential in today’s global economy”.

Currently, there is no one universal classification of small and medium-sized
enterprises (SME) in the world, this category is subjective and depends on the internal
structure of the country’s economy. Usually, countries adapt one of the most popular
and most common definitions to their needs. Therefore, when defining entities, three
sets of criteria are used: quantitative, qualitative and mixed. It should be said, that the
determination of membership based on a specific method is not definitive, because
using a different criterion, it is possible to assign an economic entity to another

group”.

! Nowa definicia MSP. Poradnik dla uzytkownikéw i wzér oSwiadczenia (2006), Available: http://
europa.eu.int/comm/enterprise/enterprise_policy/sme_definition/index_pl.htm; Lemanska-Majdzik A.,
Okreglicka M. (2016), Competitiveness of the SMEs — the Analysis of the Empirical Research Results,
Annual Spain Business Research Conference, 26-27.05.2016, Barcelona, Spain, World Business Insti-
tute Australia, Melbourne, p. 12.

2 Walczak D., Voss G. (2013), New Possibilities of Supporting Polish SMEs within the Jeremie Initiative
Managed by BGK, Mediterranean Journal of Social Sciences, Vol. 4(4), pp. 759-765.

3 Small and Medium-Sized Enterprises (2000), Local Strength, Global Reach, Policy Brief, p. 1.

4 Poradnik dla uzytkownikow dotyczgcey definicji MSP (2019), Urzad Publikacji Unii Europejskie;j,
Luksemburg, p. 3.

5 Swieszczak M. (2016), Potencjal innowacyjny firm z sektora malych i Srednich przedsiebiorstw,
Przyktad wojewodztwa todzkiego, Wydawnictwo Uniwersytetu Lodzkiego, £6dz, pp. 17-18.

9



SMEs come in many different forms and sizes, and in today’s complex business
environment, they can have close financial, operational or administrative links with
other enterprises. These relationships often make it difficult to precisely define the
line between a small or medium-sized enterprise and a larger enterprise. The SME
definition is a practical tool to help SMEs define their own status so that they can
receive full support from the EU and its member states®.

According to the guidelines of the European Commission, Poland uses three
quantitative categories determining the size of an enterprise: “micro”, “small” and
“medium-sized”. These three categories include’:

— average annual number of employees,
— annual turnover of the company,
— balance sheet total.

The number of employees is the main prerequisite for determining which size
category a company belongs to. It includes full-time, part-time and seasonal workers.
The annual turnover is determined by calculating the company’s income for a given
year from sales and services after the payment of any rebates. Turnover should not
include value added tax (VAT) or other indirect taxes. The annual balance sheet total
relates to the value of the company’s main assets. In Table 1.1 there is presented the
basic classification of enterprises from the SME sector for the countries belonging to
the European Union.

Table 1.1. The criteria applied for classifying companies as ‘Micro’, ‘Small’
and ‘Medium-sized’ (SME} in EU

Enterprise Staff headcount Turnover or | Balance sheet total
category
Medium-sized <250 employment <EUR 50 mln <EUR 43 min
Small < 50 employment <EUR 10 min <EUR 10 mln
Micro < 10 employment <EUR 2 miln <EUR 2 mln

Source: https://ec.europa.eu/growth/smes/sme-definition_en [22.04.2021].

Table 1.1 shows that the category of micro, small and medium-sized enterprises
in Poland includes enterprises which employ fewer than 250 people and whose annual
turnover does not exceed EUR 50 million or the annual balance sheet total does not
exceed EUR 43 million. Small enterprises are defined as enterprises which employ
fewer than 50 persons and whose annual turnover or annual balance sheet total does
not exceed EUR 10 million. Micro-enterprises are defined as enterprises which
employ fewer than 10 persons and whose annual turnover or annual balance sheet
total does not exceed EUR 2 million.

6 Poradnik dla uzytkownikéw dotyczqcy definicji MSP (2019), Urzad Publikacji Unii Europejskiej,
Luksemburg, p. 3.

7 User guide to the SME Definition (2020), Publications Office of the European Union, Luxembourg,
Available: https://ec.europa.eu/wel/images/doc_icons/f pdf 16.gif.
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In Ukraine, the criteria for classifying enterprises by size are contained in the
Commercial Code, there are no such regulations in the Ukrainian accounting law.
The division of enterprises in Ukraine is based on employment and sales revenues.
The values of these criteria are consistent with the amounts of employment and sales
revenues used in the Recommendation of the European Commission of May 6, 2003,
excluding the size of assets. Table 1.2 presents the criteria for the division of
enterprises in Ukraine.

Table 1.2. SME definition in Ukraine

Enterprise category

The criteria

Micro Small Medium-sized Large
All enterprises
Employment < 10 employees < 50 employees that do not fall > 250 employees
into the category
Annual of small or large o
income SEUR 2min <EUR 10 mln enterprises > EUR 50 million

Source: SME Policy Index (2020), Eastern Partner Countries 2020. Assessing the Implementation of the
Small Business Act for Europe, Available: https://www.oecd-ilibrary.org/sites/d5c2705e-en/index.html
?itemld=/content/component/d5c2705e-en [26.04.2021].

Table 1.2 shows that the category of micro, small and medium-sized enterprises
in Ukraine includes enterprises that employ fewer than 250 people and whose annual
income does not exceed EUR 50 million. Microenterprises are defined as enterprises
which employ fewer than 10 persons and whose annual income does not exceed
EUR 2 million. Small enterprises are defined as enterprises which employ fewer than
50 persons and whose annual income does not exceed EUR 10 million. Medium-
sized enterprises are all companies that are between the category of small and large
companies, i.e. they employ less than 250 employees and their income does not
exceed EUR 50 million. Also the category of individual (private) entrepreneurs is
taken into account in the Ukrainian statistic reports about the SME sector. Private
entrepreneur, sole proprietor, FOP — private person entitled to do business in Ukraine,
registered and carrying out business through business account. This form of business
in Ukraine could be attractive because of simplicity of registration, activity, cash
handling and taxation. The private entrepreneurs can be attributed to the categories
of micro, small or medium-sized enterprises.

Both in Poland and in Ukraine, the SME sector is the dominant group of economic
entities. They constitute nearly 100% of all enterprises in each of the developed
countries. Table 1.3 presents the share of micro, small and medium-sized enterprises
in the total number of companies in Poland and Ukraine.

In the SME sector, the largest group are microenterprises, which constitute as
much as 96.70% of the population of Polish companies and 96.23% of the population
of Ukrainian companies. Small companies constitute about 2% of the population of
all companies, both in Poland and Ukraine, while medium-sized enterprises constitute
only 0.70% of Polish companies and 0.85% of Ukrainian companies.
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Table 1.3. The size of the SME sector in general of enterprises in Poland and Ukraine

The size of the enterprise Poland Ukraine
Micro 96.70% 96.23%
Small 2.40% 2.90%
Medium-sized 0.70% 0.85%
SME Sector 99.80% 99.98%

Source: Own study based on Raport o stanie sektora matych i srednich przedsigbiorstw w Polsce (2020),

PARP, Warszawa, p. 5; Financing SMEs and Entrepreneurs 2020 (2020), An OECD Scoreboard, Available:

https://www.oecd-ilibrary.org/sites/061fe03d-en/index.html?itemld=/content/publication/061fe03d-en
[26.04.2020].

When observing the data on the number of enterprises by size class, it can be
noticed that over the years 2010-2018 the share of individual groups has remained
unchanged, this especially applies to small and medium-sized enterprises. In recent
years, the group of micro-companies has slightly increased. In 2010, the number of
microenterprises active in Poland was 1,655,100 entities, and nine years later, i.e. in
2019, 2087.7 thousand entities (Fig. 1.1).

2200
2000
1800

1600 TN 1719.2 1764,6
1400
1200
1000
800
600
400
200 526 550 57.1 59.1 592 567 572 538 527

0 32 32 32 32 34 34 3.6 3.6 3.7
2010 2011 2012 2013 2014 2015 2016 2017 2018

=== Micro Small Medium-sized

Figure 1.1. The number of active enterprises in Poland in particular groups by size
in 2010-2018 (in thousandsj}

Source: Raport o stanie sektora matych i Srednich przedsigbiorstw w Polsce (2020), PARP,
Warszawa, pp. 8-9.

12



In Poland, according to data from the REGON® register, in 2019 about 379,000 new
enterprises were registered, while 227,000 companies were deleted. Compared to the
previous year, the number of newly established enterprises decreased by 3.5%, while
the number of liquidated ones by as much as 31.6%. Over the years 2010-2019, the
number of newly established enterprises was (except for 2011) higher than liquidated
ones. This category is characterized by an upward trend. In 2019, as in previous years,
most enterprises were established in such departments as: construction, trade,
professional, scientific and technical activities, and industrial processing. The same
sections are also characterized by the largest number of entities removed from the
public register. The vast majority of newly established companies are natural persons
running a business, which in 2019 accounted for over 77% of all new enterprises’.

During 2010-2018 the share of individual groups of Ukrainian SMEs remained
generally at the same level. In 2014-2015, there was a decrease in the number of
enterprises of all sizes in Ukraine, which is explained by the military aggression in
eastern Ukraine and the annexation of Crimea'’. Reduction in number of the
Ukrainian SME and large enterprises are caused by that a number of enterprises had
appeared in the territory not controlled by Ukraine, and largely because of the
changes in character of Ukrainian economy development in 2013-2015"" and the
structural and resource losses of the Ukrainian economy related to loss of control over
the Crimea and a part of Donbas'?. Therefore, statistic data 2014-2018 do not include
the temporarily occupied territories of the Autonomous Republic of Crimea, the city
of Sevastopol and a part of temporarily occupied territories in the Donetsk and
Luhansk regions. In 2016, the number of small enterprises has begun to grow, in 2017
— medium-sized firms, and in 2018 — microenterprises (Fig. 1.2).

8 Krajowy Rejestr Urzedowy Podmiotéw Gospodarki Narodowej — register kept by the President of the
Central Statistical Office in Poland. The notion of REGON is also understood as the REGON identifi-
cation number, i.e. the nine-digit identifier given to the entity in this register.

° Based on: Zmiany strukturalne grup podmiotéw gospodarki narodowej w rejestrze REGON w 2019 r.
(2020), GUS, Warszawa; Zmiany strukturalne grup podmiotow gospodarki narodowej w rejestrze
REGON za lata 2009-2020 (2020), GUS, Warszawa; Raport o stanie sektora matych i srednich przed-
sigbiorstw w Polsce (2020), PARP, Warszawa, pp. 10-13.

10 Based on: Ormstm Maioro i cepeTHBOro ImiuIpreMHnITBa B YKpaini 2018/2019 (2020), Kyiv, pp. 14-15,
Available: https://drive.google.com/file/d/112ckLnFpxcbePvy ymQIIMi5SWciSRKxP/view [28.06.2021].

W Foresight of Ukrainian Economy: mid-term (2015-2020) and long-term (2020-2030) time horizons,
Scientific advisor of the project acad. of NAS of Ukraine M. Zgurovsky, International Council for Sci-
ence (ICSU); Committee for the System Analysis of the Presidium of NAS of Ukraine; National Tech-
nical University of Ukraine «Kyiv Polytechnic Institutey; Institute for Applied System Analysis of NAS
of Ukraine and MES of Ukraine; World Data Center for Geoinformatics and Sustainable Development,
2nd ed., NTUU «KPI», Kyiv: Publ. House «Polytechnicay, 2015, p. 13-15, Available: http://wdc.org.ua/
sites/default/files/ WDC-IASA-FORESIGHT-2015-2ED-EN.pdf [28.06.2021].

12 Foresight and construction of the strategies of socio-economic development of Ukraine on mid-term
(up to 2020) and long-term (up to 2030) time horizons, Scientific advisor of the project acad. of NAS of
Ukraine M. Zgurovsky, International Council for Science (ICSU); Committee for the System Analysis
of the Presidium of NAS of Ukraine; National Technical University of Ukraine «Igor Sikorsky Kyiv
Polytechnic Institutey; Institute for Applied System Analysis of MES of Ukraine and NAS of Ukraine,
World Data Center for Geoinformatics and Sustainable Development; Agrarian Superstate Foundation,
2nd ed., NTUU «lIgor Sikorsky KPI», Publ. house «Polytechnica», Kyiv: 2016, pp. 22-29, Available:
https:/ http://wdc.org.ua/sites/default/files/ WDC-IASA-FORESIGHT-2016-EN.pdf [28.06.2021].
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Figure 1.2. The number of active enterprises in Ukraine in particular
groups by size in 2010-2018 (in thousands)

Source: Own study based on: crarnctuunmii 36ipHEK ~J{isUTBHICTE Cy0’ €KTiB BETHKOr0, CEPERAHBOTO,
MaJIoro Ta MikpomignpreMuunTsa 3a 2019 pix” (2020), State Statistics Service of Ukraine, Kyiv, p. 18;
Indicators activity of large, medium, small and micro-entrepreneurship entities in 2010-2019, Official
site of the State Statistics Service of Ukraine, Available: http://www.ukrstat.gov.ua/

In general, 1,839,147 SMEs (both legal companies and individual entrepreneurs)
operated in Ukraine in 2018, which is 99.98% of total business population. Notably,
80.67% of economic players are registered as individual entrepreneurs and the
majority of SMEs are microenterprises (95.95%).

Changes in the number of Ukrainian enterprises in 2019 were determined by
analysis specialists of the YouControl system, according to their calculations, from
the beginning of 2019 to November 2019 the number of enterprises in Ukraine
increased by almost 37,000 and reached 971,000. Additionally, in 2019, more than
256,000 of new individual entrepreneurs were registered, and 213,000 were deleted.
The largest increase in the number of individual entrepreneurs was in the computer
programming sector (almost 11% of all newly created)".

1.2. The Role of Enterprises from the SME Sector in the Economy
of Poland and Ukraine

Enterprises belonging to the SME sector are characterized by a high level of
flexibility, a dynamic approach to the environment, quickly react to the changing

13 Based on: ITpupocmnu: KinbkicTs mignpueMcTs B Ykpaini 36inbmmacs Ha 4%, a ®OITis na 2%, Avail-
able: https://youcontrol.com.ua/data-research/pryrosly-kilkist-pidpryiemstv-v-ukrayini-zbilshylasia-na-
4-a-fopiv-na-2.html [24.05.2021].
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needs and preferences of potential customers and adapt to them. It is a group of
entities that demonstrate the highest level of entrepreneurship. These characteristic
features of this type of organizations significantly contribute to increasing the
effectiveness of the entire economy and constitute an important part of regional
development'®. The number of enterprises in the SME sector and the development
potential of this sector affect the economic development and reflect the entrepreneur-
ship of a given country. A literature review on entrepreneurship shows that there is
a positive relationship between entrepreneurship development and economic
growth", therefore, the policy of supporting business and creating conditions condu-
cive to entrepreneurship becomes invariably important.

In the conditions of dynamic intensification of competition, the need for
enterprises to react rapidly to changes taking place in the business environment,
unforeseen conditions of functioning caused by the Covid-19 pandemic, enterprises
must take actions burdened with increasing risk'®. In turbulent conditions, running
a business, especially in the case of the SME sector, consists in adapting to changes
taking place on the market. The SME sector is therefore one of the main factors of
the country’s socio-economic development. Their number and potential are often
regarded as determinants of economic development, and their activity reflects the
entrepreneurship of society'’.

The sector of small and medium-sized enterprises plays an important role in
generating GDP both in Poland and in Ukraine. It results from the scale of this group
of enterprises, but also from their share in total employment.

The share of enterprises in generating GDP in Poland is systematically growing.
As indicated by GUS data, the enterprise sector generates over 72% of GDP, while
micro, small and medium-sized enterprises generate nearly every second zloty of
Polish GDP. The share in generating GDP in 2017 was 49.1%. Microenterprises have
the largest share in GDP level, i.e. companies employing up to 9 employees - about
30.3%, which constitute nearly 97% of all enterprises in Poland. The share of SME
sector enterprises in generating GDP increased by 1.5% from 2010 to 2017, mainly
due to small and medium-sized enterprises. The share of the SME sector in generating
GDP in this period increased from 47.2 to 49.1%. Improvement took place in all size
groups of the SME sector (micro — from 29.6 to 30.3%, small — from 7.7 to 8.2%,
medium — from 10.4 to 10.7%). In 2017, a slight decrease in the share of enterprises
in generating GDP was recorded (by 1.3% y/y). The decrease concerned all size
groups, except for micro-enterprises, whose share in the creation of GDP, compared
to the previous year, remained practically at the same level (increase by 0.1% y/y).

14 Mikotajczyk B., Krawczyk M. (2006), Sektor przedsigbiorstw mikro, matych i Srednich w krajach
Unii Europejskiej, Studia Europejskie, Vol. 2, pp. 67-85.

15 Carree M., van Stel A., Thurik R., Wennekers S. (2007), The relation between economic development
and business ownership revisited, Entrepreneurship and Regional Development, Vol. 19, no. 3,
pp. 281-291.

16 Dzafi¢ Z. (2014), Business Environment — The Case of Western Balkan Countries, Economic Review,
Journal of Economics & Business / Ekonomska Revija: Casopis za Ekonomiju i Biznis, Vol. 12(2),
pp- 73-89.

17 Skora M., Kope¢ K. (2015), Polityka Unii Europejskiej wobec sektora malych i Srednich przedsie-
biorstw, Kolegia Szkoly Glownej Handlowej w Warszawie, Warszawa, pp. 6-7.
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Changes in the share of GDP generation result mainly from the increase or decrease
in the number of active enterprises. However, it can be concluded that regardless of
the change in the number of companies in particular size classes, the productivity of
companies from the SME sector increases, especially in medium-sized and small
enterprises, i.e. with more than 10 employees (Table 1.4).

Table 1.4. The structure of generating gross value added in the enterprise sector
of the SME sector in Poland in 2010-2018

The share of gross value added generated by enterprises from the SME sector
Year in GDP (in %)
Micro Small Medium-sized Total SME’s
2010 29.6 7.7 10.4 47.6
2011 29.4 7.8 10.1 47.3
2012 29.7 7.8 11.0 48.5
2013 30.8 8.8 10.6 50.1
2014 30.2 8.9 11.0 50.1
2015 30.5 8.1 11.3 49.9
2016 30.2 8.5 11.1 49.8
2017 30.3 8.2 10.7 49.1
2018 29.0 9.1 11.1 49.1

Source: Raport o stanie sektora matych i Srednich przedsigbiorstw w Polsce (2016), Warszawa, p. 9;
Raport o stanie sektora matych i srednich przedsigbiorstw w Polsce (2017), Warszawa, p. 24; Raport
o stanie sektora matych i srednich przedsigbiorstw w Polsce (2020), PARP, Warszawa, p. 14-15;
Raport o stanie sektora matych i Srednich przedsigbiorstw w Polsce (2021), PARP, Warszawa, p. 6.

Although the share of SMEs in generating added value in Ukraine is
systematically growing, but as indicated Denis Shemyakin, member of the reform
support team of the Ministry of Economic Development and Trade, small and
medium-sized businesses in Ukraine bring 55% of the gross domestic product to the
country’s economy, while only small and micro businesses — 16% of GDP'®,

According the State Statistics Service of Ukraine data, in 2019 77.9% of medium-
sized enterprises reported a profit, and 22.1% indicated a loss. Profit in 2019 was
received by 73.7% of small enterprises and by 72.5% of microenterprises, loss — 26.3
and 27.5% respectively'’.

One of the important economic indicators, which characterizes the gross output of
all types of economic activity, is value added at factor costs. The share of SMEs,
including individual enterprises, changed from 55.2% in 2012 to 68.4% in 2018
(Table 1.5).

18 Manwmii Ta cepenmiii Gisnec B Vkpaini mae 55% BBII — Ka6wmin, Available: https://www.unian.ua/
economics/finance/10596576-maliy-ta-seredniy-biznes-v-ukrajini-daye-55-vvp-kab-

min.html? gl=1*¥Inzzhj6* ga*MTk3NDc2NTMyMi4xNjIIMzM2MDM5* ga JLSK4Y8K67*MTYy
NTMzNjAzNy4xLjAuMTYyNTMzNjAzNy42MA..* ga DENCI12J6P3*MTYyNTMzNjAzNy4xLjA
uMTYyNTMzNjAzNy42MA [26.04.2020].

19 Activity of large, medium, small and micro-enterepreneurship entities. Statistical publication (2020),
State Statistics Service of Ukraine, Kyiv, pp. 255, 257, 259.
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Table 1.5. The structure of generating value added at factor costs in the SME
sector in Ukraine in 2012-2018

The share of gross value added generated by enterprises from the SME
Year sector in GDP (in %)

Micro Small Medium-sized Total SME’s
2010* - - - -
2011* - - - -
2012 2.7 10.7 41.8 55.2
2013 4.3 15.4 42.0 61.7
2014 6.6 17.6 39.4 63.6
2015 4.7 15.5 40.5 60.7
2016 5.4 16.7 43.4 65.5
2017 6.7 18.6 41.2 66.5
2018 7.1 19.9 41.4 68.4

* No data are avalable for 2010-2011

Source: J{ooana eapmicmbv 3a gumpamamu SUpOOHUYMBEA NIONPUEMCMSE 34 GUOAMU EKOHOMIYHOT
OisibHOCMI 3 PO3NOOINOM Ha @enuki, cepedni, mani ma mikponionpuemcmsa (2012-2019), Official site
of the State Statistics Service of Ukraine — http://www.ukrstat.gov.ua/.

The sector of micro, small and medium-sized enterprises also plays an important
role in employment, both in Poland and in Ukraine. This is due to the fact that this
sector provides new jobs, enables business start-ups and stimulates jobseekers®.
It is also highly labor intensive.

In 2018, enterprises from the SME sector in Poland employed over 6.8 million
people, i.e. 68% of the total number of people working in the enterprise sector.
As in previous years, most people worked in micro-enterprises (slightly over
4 million people — 40.7% of the total number of people working in the enterprise
sector), over 1.6 million people worked in medium-sized companies, and 1.1 million
in small ones?'. The largest share in the structure of average employment in 2018, as
in previous years, had large enterprises (43.2%), and the smallest — small ones
(14.6%). In the SME sector, the average employment in 2018 amounted to over
3.96 million people. The share of the SME sector in the structure of average
employment in 2018 was 56.8%%2. For several years, there has been a slight decrease
in the share of small and medium-sized enterprises in the structure of average
employment with an increase in the share of large enterprises (Fig. 1.3).

20 Matejun M. (2007), Wewnetrzne bariery rozwoju firm sektora MSP, [in:] Lachiewicz S. (ed.),
Zarzqgdzanie rozwojem organizacji, Tom II, Wydawnictwo Politechniki Lodzkiej, £6dz, pp. 120-129;
Bass H.H. (2006), KMU in der Deutschen Volswirtschafi: Vergangenheit, Gegenwart, “Zukunft”, nr
101, Bremen, pp. 10-11.

21 Raport o stanie sektora MSP w Polsce, PARP, Warszawa 2016, p. 18.

22 Raport o stanie sektora malych i Srednich przedsigbiorstw w Polsce (2016), PARP, Warszawa,
p. 19, 25.
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Figure 1.3. Employment in the SME sector in Poland in 2010-2018 (in %)

Source: Own study based on: Raport o stanie sektora malych i Srednich przedsigbiorstw w Polsce
(2016), PARP, Warszawa, p. 27; Raport o stanie sektora matych i srednich przedsiebiorstw w Polsce
(2017), PARP, Warszawa, pp. 26-27; Raport o stanie sektora malych i Srednich przedsigbiorstw
w Polsce (2018), PARP, Warszawa, p. 20-21; Raport o stanie sektora matych i srednich przedsigbiorstw
w Polsce (2020), PARP, Warszawa, p. 5.

In 2018 SME sector enterprises in Ukraine provided employment for over
4.6 million people, i.e. 73.2% of the total number of people working in the enterprise
sector, including individual entrepreneurs in Ukraine, who employed almost 1.1
million people. As in 2010-2017, most people worked in medium-sized enterprises
(from 3.4 million people in 2010 to 2,6 million people in 2017). For several years,
there has been a slight increase in the share of small and medium-sized enterprises in
the structure of average employment (Fig. 1.4).
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Figure 1.4. Employment in the SME sector in Ukraine (2010-2018)

Source: Own study based on: Indicators activity of large, medium, small and microentrepreneurship
entities in 2010-2019, Official site of the State Statistics Service of Ukraine - http://www.ukrstat.gov.ua/

From 2010 to 2011, the share of employees in the small business sector in the total
number of employees in Ukraine increased, in 2012-2014 there was a decrease in this
indicator, and only in 2015 there was a growth again. In medium-sized enterprises,
the decline in the share of employees occurred in 2011-2012 — 43.7 and 43.0%,
respectively. Since 2013, there has been a gradual increase in the share of employees
in SMEs in the total number of employees in Ukraine.
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The process of internationalization of the Polish economy is progressing
dynamically. The relation of exports of products and services to GDP value is
systematically growing. In 2010-2019, it increased from 40 to 56%>. In 2016, for the
first time in history, the Polish economy became more dependent on external than
domestic demand, and Polish enterprises were more involved in satisfying the demand
of foreign consumers than Polish ones. One of the basic measures of the
internationalization of the economy is the number of exporting or importing enterprises.
Unfortunately, this area is still not one of the strengths of the Polish economy.
According to Central Statistical Office estimates®, in 2018 4.6% of companies in
Poland (98.7 thousand) sell products abroad, and only 0.97% (20.9 thousand) —
services. These low percentages are largely due to the very poor performance of
microenterprises. In 2018, the percentage of companies importing products from
abroad was 8.3% (178.9 thousand), and services — 1.5% (31.2 thousand). As with
exports, the smallest percentage of importers was among microenterprises. On the other
hand, import is clearly more often done by larger entities (Table 1.6).

Table 1.6. The percentage of exporters and importers of goods and services
in the SME sector in Poland

Exporters of goods
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018

Micro 2.0 2.6 2.9 3.1 3.0 3.1 3.0 33 3.2
Small 324 28.6 | 30.0 | 31.5 31.1 299 | 31.5 | 36.5 | 37.8
Medium-Sized 47.5 47.5 45.0 | 47.1 473 | 46.8 | 463 | 489 | 515

Importers of goods
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018

Micro 3.4 5.4 5.5 5.8 6.0 6.0 5.7 6.1 6.3
Small 39.6 39.2 390.0 | 413 | 424 | 42.6 | 450 | 514 | 56.8
Medium-Sized 57.4 57.3 57.2 | 582 | 58.1 59.1 | 62.9 | 67.0 | 68.8

Exporters of services
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018

Micro 0.27 027 | 032 | 038 | 042 | 045 | 043 | 041 | 0.38
Small 6.2 6.5 7.1 8.1 8.9 9.9 10.0 | 11.0 | 11.7
Medium-Sized 16.3 16.4 19.1 224 | 237 | 246 | 26.1 | 274 | 29.5

Importers of services
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018
Micro 0.43 0.41 0.48 0.59 0.63 0.68 | 0.68 | 0.64 | 0.62

Small 7.9 8.0 9.1 10.2 11.0 12.2 13.7 14.9 16.3
Medium-Sized 23.0 23.7 26.9 29.9 31.1 324 | 36.8 38.0 | 41.9
Source: Own study based on: Raport o stanie sektora matych i Srednich przedsigbiorstw w Polsce
(2020), PARP, Warszawa, pp. 28-35; dane Glownego Urzedu Statystycznego, Available: https://
stat.gov.pl/obszary-tematyczne/ceny-handel/handel/obroty-towarowe-handlu-zagranicznego-ogolem-i-

wedlug-krajow-w-okresie-styczen-luty-2021-roku,1,103.html; https:/stat.gov.pl/obszary-tematyczne/
ceny-handel/handel/handel-zagraniczny-2020-polska-w-swiecie,6,14.html [24.05.2021].

2 Ibidem, pp. 28-30.
24 https:/stat.gov.pl/wskazniki-makroekonomiczne/
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The presence of the Ukrainian SMEs in foreign markets is low (the large
companies such as DTEK are dominating®). In 2015-2017, this sector accounted for
29% of the total volume of Ukrainian exports, and in 2018 the figure decreased to
26%, with half of the volume accounting for medium-sized enterprises. This is due
to the effect of scale and transaction costs. There are factors that may underestimate
official export statistics. First, some companies may not export directly, but through
large wholesale companies. It is impossible to estimate in such practices. Secondly,
some products can be sent by mail, formally — from individuals®. In 2018, the
Ukrainian SMEs imported products on 30,307 million USD, i.e. 53% of all import.
As in exports, the smallest percentage of importers was among microenterprises
(Table 1.7).

Table 1.7. The percentage of exporters and importers of goods in the SME sector
in Ukraine in % to the total volume

Exporters of goods
Number of employees 2015 2016 2017 2018
Micro (up to 9 employees) 4.5 4.8 4.2 5.0
Small (10-49) 7.7 7.8 7.4 7.2
Medium-Sized (50-249) 15.9 15.7 15.4 15.5
Importers of goods
Number of employees 2015 2016 2017 2018
Micro (up to 9 employees) 10.1 11.7 10.0 11.9
Small (10-49) 15.1 16.9 17.4 18.2
Medium-Sized (50-249) 21.9 25.0 23.4 21.0
Natural persons entrepreneurs 0.7 1.0 1.5 1.9

Source: Own study based on: gani ExcriopT ToBapiB 3a KUIBKICTIO HAfMaHHUX NPAIBHUKIB 32 BUIAMHU
eKOHOMIYHOI AisutbHOCT1 y 2015 poni; ExcriopT ToBapiB 3a KUTBKICTIO HAWMAHHX MPAIliBHUKIB 32 BUIAMH
eKOHOMIYHOI AisutbHOCT1 y 2016 pomi; ExcriopT ToBapiB 3a KUTBKICTIO HAWMAHHX MPAIliBHUKIB 32 BUAAMH
eKkoHOMIYHOI AisutbHOCT1 y 2017 poni; ExcriopT ToBapiB 3a KUTBKICTIO HAWMAHHX MPAIliBHUKIB 32 BUAAMH
€KOHOMIYHOI JistmpHOCTI y 2018 pori; IMmopT ToBapiB 3a KUTBKICTIO HAalIMaHNX NPALIBHUKIB 332 BUAAMH
€KOHOMIYHOI JistmpHOCTI y 2015 pori; IMmopT ToBapiB 3a KUTBKICTIO HAalIMaHNX NPAIIBHUKIB 332 BUAAMH
€KOHOMIYHOI JistmbHOCTI y 2016 pori; IMmopT ToBapiB 3a KUTBKICTIO HAalIMaHNX NPAIIBHUKIB 332 BUAAMH
€KOHOMIYHOI JistmpHOCTI y 2017 pori; IMmopT ToBapiB 3a KUTBKICTIO HAalIMaHNX NPALIBHUKIB 332 BUAAMH
eKOHOMIYHOI HistibHOCTI y 2018 pomi, Available: http://www.ukrstat.gov.ua [28.06.2021].

Moreover, Ukrainian companies should be aimed at world standards and actively
interact with foreign partners, while at the same time taking into account the interests
and peculiarities of national business?’.

25 Pichugina M. (2018) Strategy of the company balanced development, Proceedings of the 2nd Interna-
tional Conference “Contemporary Issues in Theory and Practice of Management”, CITPM 2018.
Wydawnictwo Wydziatu Zarzadzania Politechniki Czgstochowskiej, Czgstochowa, No. 2, pp. 530-537.
26 Based on: Orysy Manoro i cepeaHbOro MimmpueMHUITBa B Ykpaimi 2018/2019 (2020), Kyiv,
pp.14-15. Available: https:/ https://drive.google.com/file/d/112ckLnFpxcbePvy ymQIIMiSWciSRKxP/view
[28.06.2021].

27 Artemenko L.P. (2018), Strategic benchmarking of Ukrainian public-private partnership in the
conditions of European integration, Proceedings of the 2nd International Conference “Contemporary
Issues in Theory and Practice of Management”, CITPM 2018. Wydawnictwo Wydziatu Zarzadzania
Politechniki Czestochowskiej, Czgstochowa, No. 2, pp. 39-46.
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Small and medium-sized enterprises play an important role not only in the general
account of each country, but also in small local markets. This is due to the fact that
companies from the SME sector play a huge role in the region socio-economic
development in the areas™:

— development of innovation,

— impact on employment,

— ecological effect creation,

— development of local production,

— dealing effectively with the recession, economic crisis, economic slowdown in
small enterprises,

— effect of regional decentralization,

— capital mobilization.

Innovative activity of enterprises is a very broad concept and refers to activities
of a scientific, technical, organizational, financial and commercial nature that lead or
are intended to lead to the implementation of innovation®. Some of these activities
are innovative, while others are not new, but are necessary for the implementation of
innovations. Innovative activities also include research and development (R&D)
activities that are not directly related to the creation of a specific innovation. The
phenomenon known as innovation is constantly changing and evolving®. According
to the analyzes®' conducted for the western part of Poland in 2018, the goal of
innovative activities is the most common:

— improving the quality of products or services,

— increasing the range of products or services,

— expansion of companies — entering new markets or increasing market share,
— 1improving the health or safety of employees,

— reduction of harmfulness to the environment.

Innovation has a significant impact on the development of the economy.
Innovative economy is an important instrument for shaping the high quality of life of
the inhabitants and strengthening the competitiveness of the region. Therefore, the
level of innovativeness of enterprises is an indicator studied in all European countries.

In this area, the priority opportunities of Ukrainian enterprises from European
integration include: harmonization of domestic and international standards of
production and product quality, access to the EU market, lower prices for equipment
for modernization, reduction of customs tariffs and duty-free quotas, the possibility
of expanded cooperation with foreign partners™.

28 Safin K. (2008), Zarzgdzanie malym i S$rednim przedsiebiorstwem, Wydawnictwo Akademii
Ekonomicznej we Wroctawiu, Wroctaw.

2 Bilovodska O., Kholostenko A., Mandrychenko Z., Volokitenko O. (2021), Innovation management
of enterprises: Legal provision and analytical tools for evaluating business strategies, Journal
of Optimization in Industrial Engineering, Vol. 14(1), pp. 89-96.

30 Gogokhia T., Berulava G. (2021), Business environment reforms, innovation and firm productivity in
transition economies, Eurasian Business Review, Vol. 11(2), pp. 221-245.

31 http://eregion.wzp.pl/obszary/innowacyjnosc [20.05.2021].

32 Memoodonozis innosayiiinozo po3eumxy npoMuciosux nionpueMcme y KOHmMeKcmi eepoinmezpayii:
moHorpagis (2018), Po3xin 3. Apremenko JLIL JliarHocTrKa GE3MEKOBOTO CepeIOBHIINA IPOMHCIOBUX
MATIPUEMCTB B €BPOINEHCHKOMY eKOHOMIdHOMY npoctopi, JLM. Illynsrina, JL.II. Apremenko; 3a pen.
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According to the Central Statistical Office™ research on innovative activity of
enterprises, in 2010-2018 the total innovative enterprises was at the level of 14.2%,
i.e. this percentage of the surveyed companies implemented innovations. It can be
indicated that the number of enterprises introducing innovations is increasing year by
year. In 2016-2018, the percentage of enterprises in Poland that introduce innova-
tions, according to the new methodology, is 21.8 (Fig. 1.5). The share of innovative
enterprises in the industrial sector is higher than in the service sector. However, it is
not a high percentage of enterprises that introduce innovations in total. Moreover,
statistical data show that the larger the enterprise is, the higher the level of introduced
innovations. This may indicate that in the SME sector the percentage of enterprises
introducing innovations is even lower.

21.8
16.1
14.4 14.3 14.5 13.7 I 14.5

2010-2012 2011-2013 2012-2014 2013-2015 2014-2016 2015-2017 2016-2018*

25

20

—_
[«]
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* change of methodology, compared to previous years, some questions were abandoned, new ones ap-
peared instead, and some questions were reworded or grouped in a different way.

Figure 1.5. Share of innovative companies in the sector of industrial and service
enterprises in Poland in 2010-2018 (in %)

Source: Own study based on: Raport o stanie sektora matych i Srednich przedsigbiorstw w Polsce
(2020), PARP, Warszawa, p. 43-54.

As in previous years, also in 2016-2018, the largest group of innovative
enterprises is in the group of companies employing over 249 employees. This is the
case both in the group of industrial and service companies. The percentage of large
innovative companies in this period is 65.4% among industrial enterprises and 50.2%
in the area of service enterprises. The share of innovative medium-sized companies
in this period is 40.1% among industrial enterprises and 32.5% in the area of service
enterprises. On the other hand, in the group of small enterprises it is only 18.7%

JIM. Ilynerinoi, K.KIII im. Irops Cikopcekoro, c. 91-92; Apremenko JLIIL., Iliuyrina M.A.,
Aptemenko O.T. (2019), Benumapkine KOHKYPEHMOCHPOMONCHOCTHE hapMNiONpUEMCME HA €8PONENCh—
xomy punky, Exonomiunauii Bichuk HTYVY «KI1l», No 16, c. 152-161, Available: http://ev.fmm.kpi.ua/
article/viewFile/181840/181718.

33 Central Statistical Office in Poland.

3% Innovation research conducted by Center Statistical Office include enterprisies with more than nine
employees which means that they not provide information about innovation activies of microenterprises.
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among industrial enterprises and 17.7% in the area of service enterprises. Product or
business process innovations were most often introduced by business entities
employing more than 250 people (62.3% of industrial enterprises and 46.6% of
service enterprises), least often by small enterprises employing up to 49 employees
(17.0% of industrial enterprises and 16.6% of service enterprises) (Fig. 1.6).
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Figure 1.6. Innovative enterprises in Poland in 2016-2018 {in %)

Source: Own study based on: Raport o stanie sektora malych i Srednich przedsigbiorstw w Polsce
(2020), PARP, Warszawa, p. 43-54.

The most innovative sectors of the industrial sector are: production of
pharmaceutical products (52%), production of computers, electronic and optical
products (51.6%), production of chemicals and chemical products (45.5%), while
remediation is the least innovative industry (7.4%). The most innovative sectors of
the service sector are: insurance, reinsurance and pension funds, excluding
compulsory social insurance (77.6%), research and development (58.5%), activities
related to software and IT consultancy (43.5%), while the least innovative industry is
land transport via pipelines (12.7%)™.

In 2010-2018 the total Ukrainian innovative industrial enterprises was at the level
of 16.6%, i.e. this percentage of the surveyed companies implemented innovations
(Fig. 1.7).

35 Raport o stanie sektora malych i §rednich przedsigbiorstw w Polsce (2020), PARP, Warszawa,
p. 45.
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Figure 1.7. Share of innovative companies in the sector of industrial enterprises
in Ukraine in 2010-2018* (in %)

* data for 2015-2018 are given for legal entities from industrial sector with 50 and more employees

Source: Hayxosea ma innogayiuna Oisnvhicme Yxpainu 2018. Cmamucmuunutl 36ipnux (2019),
Jepxanamitindopm, Kyiv, p. 65.

The growth of the share of innovation-active enterprises®® is facilitated by the
agreement with the EU in 20147, which is followed with an increase in the level of
competition in the Ukrainian market. At the same time, there is a decrease in the share
of enterprises implementing technological innovations. The gradual decrease in the
share of this type of innovation is due to increasing demand for non-technical
innovations, as well as innovations aimed at developing new ways of relationships
between organizations. Growth in demand is also observed for marketing
innovations®,

During period 2010-2018, the average level of innovation activity of small
enterprises is 17% in industry and 16% — in services, while for medium enterprises
the share of innovative enterprises is 25 and 23%, respectively (Figures 1.8 and 1.9).
The largest group of innovative enterprises is in the group of companies employing
over 249 employees.

There is also a tendency for interest of small businesses in carrying out innovative
activities aimed at non-technological improvements in both services and industry*’.

36 Nesuenko O.A., Apremenxo JLIL (2015), Exonomiuna 6esneka iHHOBAUILHO OpPIEHMOBAHUX
nionpuemcme 6 ymosax espoinmeepayii, Exonomiunnii Bicauk HTYY «KIII», No 12, Available:
http://ev.fmm.kpi.ua/article/view/45286.

37 Apremenko JLIL (2015), Bnaue espoinmezpayii Ha KOHKYPEHMOCHPOMOJICHICIb Ma IHHOGAYTHHUL
po3sumoxk Kpain, 30IpHUK HayKOBHX Hpanb JlepkaBHOro yHIBEpCHTETy iH(OpMaIiiiHO-KOMyHIiKaIik-
HuX TexHomnorii «Exkonomika. Menemkmenrt. Bizaecy, No 2, ¢. 99-104.

38 Vorona A. (2020), Innovative activity of enterprises as a prospect of development of the national
economy of Ukraine, Efektyvna ekonomika [Online], vol. 3, Available: http://www.economy.
nayka.com.ua/?op=1&z=7747 (Accessed 1.07.2021). DOI: 10.32702/2307-2105-2020.3.155.

3 Jicosevka I1.0., Apremenko JLIL (2017), IIpobremu ma nepcnexmueu IT-nionpuemmuymea
6 Yxpaini, CyqacHi HayKOBi MOTJISIAM Ha MOZEPHI3AMiIO 1 CYCHUIBHAI PO3BUTOK CKOHOMIYHOI CHCTEMH:
30ipHEK Te3 HAyKOBHX pOOIT yJacHHMKIB MiKHApOmHOI HAyKOBO-IPAaKTHYHOI KOH(MEPEHIUI miIst
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The focus of the introduction of innovative ideas and methods of effective enterprise
management by small enterprises is explained by a lower level of investment risk
than the introduction of technical innovations. The SME innovative activity depend
on factors that influence the innovation orientation and factors that influence the
innovation ability®.
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Figure 1.8. Industrial innovative enterprises in Ukraine in 2010-2018 (in %)

Source: Own study based on: Hayxoséa ma innosayiiina Oistonicme 6 Ykpaini y 2015 poyi.
Cmamucmuunuil 36ipnux (2016), 11 «npopmamniiino-ananitudane arenrctBo», Kyiv, p. 185; Haykosa
ma innosayitina distioricms Yxpainu, 2017 pix. Cmamucmuunuii 36ipnux (2018), OIT «Iadopmariiizo-
aHamiTHaHe areHrcTBo», Kyiv, p. 115; Vorona A. (2020), “Innovative activity of enterprises as a pro-
spect of development of the national economy of Ukraine”, Efektyvna ekonomika, [Online], vol. 3,
Available: http://www.economy.nayka.com.ua/?op=1&z=7747 (Accessed 1.07.2021).

As technological innovation of production is accompanied by high risks of
unsuccessful scientific and technological research at the initial stage of innovation
implementation and, accordingly, inefficient investment costs, such activities are
often carried out by large enterprises and organizations for which such costs are
acceptable *'.

CTYZCHTIB, acmipaHTiB Ta Monoaux ydeHux (M. Kuis, 24-25 nucromanma 2017 p.), K.: Ananitnunnit
uentp «Hosa Exonomikay, c. 43-45.

40 Pichugina M.A. (2015), Key factors of enterprise innovation activity, Economic Processes Manage-
ment: International Scientific E-Journal, No 1, Available: https://essuir.sumdu.edu.ua/bitstream
-download/123456789/39006/1/Pichuhina.pdf

4 Vorona A. (2020), Innovative activity of enterprises as a prospect of development of the national
economy of ..., op. cit.
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Figure 1.9. Innovative enterprises in service sector in Ukraine in 2010-2018 (in %)

Source: Own study based on: HaykoBa Ta iHHOBamiifHa misubHiCTE B Ykpaimi y 2015 pomi.
Craructuunnii 36ipauk (2016), 11 «Indopmarniitno-ananitudare arenTcTBO», Kyiv, p. 185; HaykoBa Ta
iHHOBawiliHa nisuteHICTE Ykpainu, 2017 pik. Craructuunnmii 36ipauk (2018), AT «Iadopmaniiiao-
aHaJTUYHE areHTCTBOY, Kyiv, p. 115.; Vorona A. (2020), Innovative activity of enterprises as a prospect
of development of the national economy of Ukraine, Efektyvna ekonomika, [Online], vol. 3, Available:
http://www.economy.nayka.com.ua/?op=1&z=7747 (Accessed 1.07.2021).

The infrastructure to support small and medium enterprises differs by regions in
Ukraine and also define the business environment: business centers in Kyiv (157),
Dnipropetrovsk (54) and Kharkiv (26) regions; business incubators in Kyiv (13),
Dnipropetrovsk (7) and Zaporizhia (6) regions; technology parks and / or industrial
parks in Kyiv (33), Kharkiv (18) and Donetsk (9) regions; leasing centers of Kyiv
(429), Donetsk (30) Dnipropetrovsk (19) regions; funds to support entreprencurship
in Kyiv (57), Poltava (13) and Chernivtsi (10) regions; investment funds and
companies in Kyiv (1466), Donetsk (237) and Kharkiv (142) regions*.

Research on the enterprise sector conducted by both public institutions and
research centres shows that more than a year after the introduction of the first
lockdown of the economy, Polish entrepreneurs are divided when it comes to
assessing the situation of their companies. Most entrepreneurs“, however, believe
that the situation of their company is quite good, negative opinions dominate among
micro-enterprises and in industries related to tourism. More than half of the
companies gave up investments due to the pandemic. At the same time, in 2021, the
implementation of new investments is currently planned by less than 30% of
companies. The obstacle in running a business caused by the pandemic most often
indicated by companies is a decrease in the number of customers (48%) and high

4 TapacTpykTypa HiATPHMKH MAJIOTO i CEPEIHBOTO MiJNPHEMHHUITBA MO PETIOHAX CTAHOM Ha
01.01.2019, Available: https://me.gov.ua/Documents/Detail?lang=uk-UA&id=0ced3c9f-a057-4852-
9072-151dd387356a&title=Institutsii-SchoZabezpechuiutPidtrimkuPidprimnitstva [03.07.2021].

4 The study commissioned by EY was carried out by IBRIS in January 2021, on a sample of 500 com-
panies, including 200 microenterprises, 150 small enterprises, 100 medium-sized and 50 large enter-
prises.
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costs of current operations (44%). Most often, they misjudge their current situation

of micro-enterprises (51%) as well as service and tourism-related companies. In the

opinion of entrepreneurs, during the pandemic, the industries related to medicine,
pharmacy and the production of protective measures, as well as Internet trade and the

IT industry, benefited the most. In order to adapt to the pandemic situation, nearly

60% of enterprises from the SME sector used own savings, and some Polish

companies, after a year of the pandemic, declared problems with financial liquidity

(29%) or an increase in the company’s debt (27%). According to research, among the

expectations of entrepreneurs from the SME sector, it is necessary to mention, among

others, the lifting of restrictions related to the pandemic and the change of tax
regulations*®.

Conclusions from the study of Polish micro, small and medium-sized enterprises
show that as many as 63% of medium-sized companies engaged in production limited
their activities due to socio-economic changes resulting from the Covid-19 pandemic,
and 51% of industrial enterprises reduced employment due to the situation caused by
the Covid-19 threat. 36% of all companies participating in the survey believe that
they are able to maintain financial liquidity and settle liabilities to contractors and
employees for no more than 3 months. To sum up, almost 90% of companies from
the SME sector in Poland reported disruptions to their operations resulting from
social isolation and changes in customer behavior. The largest drop in revenues was
recorded by micro-companies employing from 2 to 9 employees. In addition to the
drop in revenues, delays in payments from customers are also a very important
problem. Companies operating in the consumer services sector are most affected by
the effects of the pandemic, and construction companies and companies operating in
the area of business services are relatively least affected. One-third of companies
reduce employment in response to the economic shock. The largest number of such
companies is among small enterprises as much as 42.5%. Most companies (59.3%)
are unable to maintain financial liquidity without dismissing employees for more than
3 months. This means that the situation may deteriorate significantly in the future.

The Ukrainian government responded to the pandemic economic crisis with
a support package encompasses the targeted support for SMEs:

— partial unemployment allowance programme for SMEs, amounting to two-thirds
of the salary rate for each hour of lost work time (up to the minimum wage — UAH
4,723);

— adjustment of the “Affordable Loans 5-7-9%” programme, initially started in
January 2020, to help businesses refinance existing loan, cover the cost of payroll
and have a facilitated access to finance: SMEs could borrow up to USD 110,000
with no interest until 31 March 2021;

— targeted support for individual entrepreneurs, including child assistance and
temporary tax exemptions;

— tax measures;

— rent relief for the duration of the lockdown;

4 Raport (2021), Badanie EY na grupie polskich przedsigbiorcéw, Available: https://www.ey.com/
pl pl/news/2021/03/badanie-ey-rok-z-covid [20.05.2021].
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— prohibiting credit institutions from raising interest rates on loans already issued;
— legislative changes enabling businesses to adopt more flexible working hours®.

The pandemic formed changes for SME business in approaches to employees, the
digital solutions*’, the electronic document flow, the investment priorities’.
According to survey of Youcontrol, after 2020 year 68% of managers believe that
communication with employees has improved during the crisis. Even after the end of
quarantine, many continued to work remotely or in mixed style. 39% of CEOs believe
that the pandemic has accelerated the digital transformation*® and a new generation
operating model. SME companies start a set of short-term projects to implement
a certain technology: robotization of business processes; introduction of chatbots for
customer service; analytics in operational processes. 67% of managers answered that
they mainly invest in the purchase of new technologies, and 33% — in staff
development. Along with the decline of economic indicators in Ukraine, 72% of
managers expect an increase in profits in the next 3 years®.

In 2020 more than 247.5 thousand of private entrepreneurs began their work. This
is almost 5% less than in 2019, when almost 261.7 thousand opened*’. However, in
2020 year 232 thousand of private entrepreneurs finished their activities (against
199.8 thousand in 2019). It is difficult to say how many SMEs were closed because
of coronavirus restrictions. The statistics were rather influenced by a set of factors,
and quarantine is only one of them.

1.3. The Specific Features of SMEs Management

Although for many decades the need to prepare a separate, specific theory for
small enterprises has been pointed out, there are still no consistent scientific
approaches to the theory of small business. Small economic entities are still viewed
as if they operated in the same way as large enterprises. However, their organizational
differences make the adoption of management principles, techniques and practices
from large enterprises completely inadequate to their reality”'. Likewise, the strategic

45 OECD (2020), Monitoring the Implementation of Ukraine’s SME Development Strategy 2017-2020,
OECD Publishing, Paris, Available: https://www.oecd.org/eurasia/competitiveness-programme/eastern
-partners/Monitoring-the-Implementation-of-Ukraine%E2%80%99s-SME-Development-Strategy-
2017-2020-ENG.pdf [20.06.2021].

46 Artemenko L., Zahorulko T. (2021), Introduction of Internal Gamification in HR, Global Scientific
E-Journal “International Marketing and Management of Innovations”, No 6, Available: https://
immi.ath.bielsko.pl/last-number/ Microsoft Word — Zahorulko (3).docx (bielsko.pl).

47 Artemenko L., Formation and Development of Cluster Policy in Ukraine (2015), Zeszyty Naukowe
Wyzszej Szkoty Humanitas Zarzadzanie (Humanitas University’s Research Papers Management), Tom
XVI, No 4, pp. 47-62.

48 Apremenko JLIL., Cana6aii B.O. (2019), Jidocumanizayis sx yughposa cmpamezis pozeumxy 6isnecy,
Mi>kHapoHa HAyKOBO-IIPAKTHYHA KOH(PEPEHIis “AKTyalIbHI MUTAaHHS €KOHOMIKH, (hiHAHCIB, 00MIKy Ta
mpaBa B YkpaiHi Ta cBiti”, 23 rpymus 2019: y 5 u., [Tonrasa: HIOEH/, 2019. Y. 1., C. 9 -11.

4 Tbidem.

30 PeByumit” 2020-if: K yKpaiHCHKHiT Gi3HEC MEPEKUB KapaHTUHHO-KpH30BHii pik (2021), Available:
https://youcontrol.com.ua/data-research/biznes-2020-analitika/[03.07.2021].

I Tacono A., Nagano M.S. (2009), Interactions and Cooperation in Local Production Systems: An
Analysis of Inhibiting Factors Related to Specificities of Small Enterprises, Journal of Technology Man-
agement & Innovation, vol. 4(2), pp. 143-153.
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management framework builds on resources and approaches unique to SMEs™.
The problem, however, is the vast preponderance of management theory built on the
basis of the analysis of problems arising in large organizations, and the insufficient
reference to the different, specific features of small business, governed in practice by
its own rules™.

In enterprises, survival tends to lengthen with the size of the company and
the intensity of growth tends to decrease with age but increases with the size of the
company™*. Thus, the smaller the enterprise, the more difficult and demanding its
economic situation is.

By indicating the basic elements related to the organization and management of
the enterprise, clear differences resulting from the size of the entity are visible.
The larger the enterprise, the greater the role of the formalization of structures,
processes and decision-making is visible. In turn, the smaller the entity, the greater
the role of flexibility in action, direct intra-organizational contacts and intuition in
action (Fig. 1.10).
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Figure 1.10. Specific elements of management and organization in small

and large organizations

Source: Poznanska K., Schulte-Zurhausen M. (1994), Kryteria klasyfikacji matych i srednich przed-
sigbiorstw, Przeglad Organizacji, vol. 2, pp. 26-27.

2 Nimfa D.T., Latiff A.S.A., Latiff A., Wahab S.A. (2021), Theories Underlying Sustainable Growth
of Small and Medium Enterprises, African Journal of Emerging Issues (AJOEI), vol. 3(1), pp. 43-66.
3 Leone N.M.C.G. (1999), As Especificidades das Pequenas e Médias Empresas, Revista de Admin-
istragdo, vol. 34(2), pp. 91-94.

3 Lekhanya L.M. (2016), Business Characteristics of Small and Medium Enterprises in Rural Areas:
A Case Study on Southern Region of KwaZulu-Natal Province of South Afiica, Problems and Perspec-
tives in Management, vol. 14(3), pp. 108-114.
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It is pointed out that the most important differences between small enterprises
according to the large entities are: centralization of management, low propensity to
risk, low level of formalism, diseconomy of scale and limited autonomy, cultural
isolation and relationships based on trust. Numerous problems with the absorption of
new technologies and adaptation to the requirements of Industry 4.0 are also
indicated®. The digital transformation of SMEs is associated with many difficulties
resulting from their specificity. These are i.e. limited funds, high labour costs,
structural problems, slowness of administrative bodies and limited diffusion of
technology can slow down the evolutionary paths of SMEs. To enter the path of
development and evolution thanks to digital innovation, companies must embrace
change through new products and organizational paradigms of Industry 4.0,

Many authors invariably emphasize the specificity of small enterprises, which
prompts to build dedicated management theories and tools. This specificity can be
classified into 6 areas, i.e.”’:

— Environmental specificity — aspects external to enterprises, i.e. the impact of
macro-environmental forces on their management and their results. These forces
can be economic, social, legal, political and technological in nature. In the case of
small businesses, these forces are particularly problematic as operators have little
or no control over the environment in which they operate. It is also much more
difficult to protect against environmental risks. Examples of environmental
factors are factors related to tax legislation, financing, taxes, economic models,
interest rates, etc.

— Behavioural specificity — aspects related to the behaviour of people in enterprises
in terms of values, motivation, competences and leadership styles. They are
closely related to the behaviour of entrepreneurs-owners with regard to their
tendency to be entrepreneurs or business managers. Examples of behavioural
factors include business visions, management styles, and organizational cultures.

— The specificity of decisions — aspects related to decision-making processes
involving problems and opportunities of enterprises. These include strategic,
administrative and operational decisions, individual or collective decisions,
programmed or random decisions, and rational or intuitive decisions. Examples
of this group of characteristics are paternalism, management style and knowledge
of management.

— Technological specificity — refers to the technological characteristics of small
enterprises and the way in which they produce and use technologies in their
processes. It includes process and service technologies, technological innovations
and information technologies. Examples of such factors are: technology
modernization, availability of technological resources, and product and process
innovations.

35 Pech M., Vrchota J. (2020), Classification of Small- and Medium-Sized Enterprises Based on the
Level of Industry 4.0 Implementation, Applied Sciences, vol. 10, 5150.

% Tortora A.M.R., Alfano M., Di Pasquale V., lannone R., Pianese C. (2021), 4 Survey Study on Indus-
try 4.0 Readiness Level of Italian Small and Medium Enterprises, Procedia Computer Science, vol. 180,
pp. 744-753.

57 Tacono A., Nagano M.S. (2009), Interactions and Cooperation in Local Production ..., op. cit.
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— Structural specificity — these peculiarities relate to the way small businesses are
divided, organized and coordinated. Examples of such factors are flexibility,
agility, formalization, division of labour, qualifications of the workforce, and the
organization of technical and administrative functions.

— Strategic specificity — these aspects relate to the internal and external vision of
enterprises and the method of developing a strategy. These specific features
include strategy formalization and planning, market types and scope, and product
and target market creation.

In small enterprises, the specificity of operation results primarily from the
dominant position of the entrepreneur — the founder of the company. The word
“entrepreneur” comes from the French entreprendre, which means taking, initiating
or starting, so an entrepreneur is someone who takes a risk and starts something
new>®. According to Schumpeter, the main factor of economic development is an
entrepreneur who stimulates new products, new production methods and economic
activities, and introduces innovations. In turn, entrepreneurship itself is a process of
“creative destruction” in which entrepreneurs constantly change current products
or production methods™. For Schumpeter, an entrepreneur is someone versatile, with
the technical skills to know how to produce, and the “capitalist” skills to obtain funds,
organize internal operations, and ensure the sale of products and services. This
approach greatly expands the scope of the entrepreneur who is no longer solely the
owner of the capital, but is a person who has been endowed by nature with an
“entrepreneurial spirit”. This specific “sense of entrepreneurship” can characterize all
members of the organization who are full of ideas and initiatives in overcoming
barriers and breaking stereotypes®.

Entrepreneurship is a highly individualized activity, focusing on the characteris-
tics, attitudes and goals of individual people. In the sphere of axiology, it is based on
such universally accepted values as freedom and independence. At the same time,
entrepreneurship can come into conflict with fundamental values such as equality and
fairness®’. A key aspect of entrepreneurship is recognizing emerging business
opportunities that are often used by entrepreneurial entities to create new business
entities®”. When defining an entrepreneur — a small business owner, two important
features are indicated: finding opportunities and taking risks®. The entrepreneur is

8 Coda R., de Castro Krakauer P.V., de Franga Berne D. (2017), Are Small Business Owners Entrepre-
neurs? Exploring Small Business Manager Behavioral Profiles in the Sdo Paulo Metropolitan Region,
RAUSP Management Journal, vol. 53(2), pp. 52-163.

% Kaya N. (2015), Corporate Entrepreneurship, Generic Competitive Strategies, and Firm Performance
in Small and Medium-Sized Enterprises, Procedia — Social and Behavioral Sciences, vol. 207, pp. 662-668.
6 Piecuch T. (2010), Przedsiebiorczos¢. Podstawy teoretyczne, Wydawnictwo C.H. Beck. Warszawa, p. 22.
¢l Ragoda B. (2014), Granice przedsigbiorczosci — aspekt ekonomiczny, technologiczny i spoleczny,
[in:] Zielinski K. (ed.), Formy i przejawy wspoiczesnej przedsigbiorczosci w Polsce, Difin, Warszawa,
pp. 31-60.

62 Barroso-Martinez A., Sanguino-Galvan R., Bafiegil-Palacios T.M. (2016), Entrepreneurial Orienta-
tion and Knowledge Transfer: Analysis in Spanish Family Businesses, Tourism & Management Studies,
vol. 12(1), pp. 211-219.

6 Blawat F. (2003), Przedsigbiorca w teorii przedsigbiorczosci i praktyce matych firm, Gdafiskie
Towarzystwo Naukowe, Gdansk, p. 18.
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distinguished by creative anxiety, which forces him to pursue his own vision of the
future, different from the existing state of reality®.

Traditionally, the concept of entrepreneurship is equated with small business.
Combining entrepreneurship with the functioning of small and medium-sized
enterprises is quite common and results from the fact that they show the most fully
enterprising attitudes and behaviors, personality traits of entrepreneurs, which affect
their business activity®. It is indicated that there is a strong tendency to identify
entrepreneurship with the dominant organizational personality, usually focused in the
person of the owner, who makes independent strategic decisions in relation to his
company®. An entrepreneur personifies entrepreneurial processes and performs
various functions in socio-economic life: ownership, founding, organizational,
managerial, economic, entrepreneurial, social and coordination®’. The dominant
personality of the owner has both positive and negative effects on the small business.
Certain dimensions of behaviour, such as high need for achievement, high self-
energy, high commitment to work, and the ability to handle multiple projects
simultaneously, can bring better business results. However, entrepreneurial beha-
viour is also associated with hostility, anger and emotional instability, which can lead
to interpersonal conflict and frustration if business success is poor®. The negative
influence of the entrepreneur-owner may be particularly problematic in a situation
where, along with the growth and greater complexity of the organization, there will
be a need for its organizational renewal, innovation, constructive risk taking and
conception and searching for new opportunities that often go beyond the capabilities
and abilities of one key manager.

Taking into account the specificity of small enterprises and the dominant position
of the owner in the area of management, barriers to development become visible.
Particularly problematic here is the person of the owner, without whom the company
would not be established, but who is often an obstacle on the way of later business
changes. In the conditions of small and medium-sized enterprises, the owner-
entrepreneur usually makes most of the strategic and operational decisions himself,
and sets the tone for the regulatory processes in the company®. When analysing the
results of many studies on the role and importance of leadership, Gayle™ concludes

¢ Glinka B., Gudkova S. (2011), Przedsigbiorczosé, Oficyna a Wolters Kluwer business, Warszawa,
p. 121.

% Wiatrak A.P. (2003), Pojecie przedsiebiorczosci, jej cele i rodzaje, [in:] Jeremczuk K. (ed.),
Uwarunkowania rozwoju przedsigbiorczosci — szanse i zagrozenia, Tarnobrzeg, p. 34

% Ferjencik M. (2020), Practical Safety Management for Small or Medium Enterprises, Journal of Loss
Prevention in the Process Industries, vol. 68, 10428]1.

7 Targalski J. (2014), Przedsigbiorczo$¢ i zarzqdzanie matym i srednim przedsiebiorstwem, Difin, War-
szawa, p. 28.

% Viinikainen J., Heineck G., Bockerman P., Hintsanen M., Raitakari O., Pehkonen J. (2017), Born
Entrepreneurs? Adolescents’ Personality Characteristics and Entrepreneurship in Adulthood, Journal
of Business Venturing Insights, vol. 8, pp. 9-12.

% Lachiewicz S., Matejun M. (2012), Specyfika zarzqdzania matymi i srednimi przedsiebiorstwami,
[in:] Matejun M. (ed.), Zarzgdzanie matq i sredniq firmgq w teorii i w éwiczeniach, Difin, Warszawa, pp.
13-45.

70 Gayle C.A. (2009), Przywddztwo w organizacji. Paradygmaty i studia przypadkéw, PWE, Warszawa,
pp. 31-32.
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that it has a greater impact on performance in small businesses than in large ones.
For an organization to become a market leader, its employees must demonstrate
values, norms and behaviours that improve business excellence. At the initial stage
of the organization’s development, the owner plays a decisive role in shaping the
development and organizational culture of the organization. Later, these values,
norms and behaviours should be institutionalized in the work environment and be
“transferred” to employees’'. Here, however, a conflict may arise between the owner
and his dominant personality and the personalities of other organization members
who, having the ability to act independently, do not have to (and often should not)
agree to the existing solutions, which may be negatively perceived by the
entrepreneur-owner. Hence, openness and flexibility of approach, as well as the
knowledge of the entrepreneur, become very important at this stage.

An important aspect of the functioning of SMEs is related to the inspiring role of
leaders. By the strength of their personality, leaders exert a great influence on their
followers. The challenge for organization leaders is how to influence the way of
thinking of the members of the organization by creating value, influencing the culture
of the organization and building commitment to the mission, goals and strategies of
the organization in order to achieve above-average organizational performance’. If
the leader is the founder and manager of a small company in one person, then it is his
responsibility to create an environment friendly to internal entrepreneurship and to
gradually build an organizational culture based on entrepreneurship.

The specificity of SMEs also relates to the limited importance of strategic
management. Strategic management is about setting long-term organizational goals
and development that will support small businesses in achieving their goals”. Owner-
manager, as the enterprise grows, faces the dilemma of continuing his own solutions
or implementing strategic management (or at least its elements), independently or by
employed managers, which involves the transfer of some management competences
to persons outside the circle of the founder. For many small business owners, this is
an uncomfortable situation that arouses his/her internal opposition. In corporations
with complex organizational structures, complex competence and decision-making
systems, strategic management usually takes the form of formalized procedures. In
small and medium-sized enterprises, owners consider this type of formalization
redundant, relatively easy controling most of the important activity area in the
enterprise. Strategic decisions are made based on the owner’s own knowledge,
without negotiating or consulting with anyone™. Strategic decisions of SMEs reflect

I Balazs K. (2002), Take One Entrepreneur: The Recipe for Success of France’s Great Chefs, Buropean
Management Journal, vol. 20(3), pp. 247-259.

2 Tbidem.

73 Aremu M.A., Adeyemi S.L. (2011), Small and Medium Scale Enterprises as a Survival Strategy for
Employment Generation in Nigeria, International Journal of Sustainable Development, vol. 4(1),
pp. 200-206.

74 Kaleta A. (2005), Zarzqd-zanie strategiczne w malych przedsigbiorstwach — stereotypy a rzeczywiste
potrzeby, [in:] Krupski R. (ed.), Zarzqdzanie strategiczne strategie matych firm, Prace Naukowe
Watbrzyskiej Wyzszej Szkoty Zarzadzania i Przedsigbiorczo$ci, Seria: Zarzadzanie i Marketing,
Watbrzych, pp. 69-82.

33



the personal orientations and attitudes of the owner of the company, whose attitude
to strategic issues is crucial for the implementation of the strategy”. However, there
is no organization too small to have an appropriate strategy, many entrepreneurs
underestimate the role of strategic management in practice and do not believe that it
can apply them. The planning function in the area of strategic management of a small
business is underestimated. Plans in small organizations have a shorter time horizon,
at the same time they should be prepared for individual life cycles through which
a given enterprise will go through’”. Meanwhile, centralization of management can
negatively affect the organizational process. It can reduce the rationality of decision-
making as the involvement of several people reduces knowledge sharing and
information sharing and thus reduces the possibilities of analytical approach and
innovative ideas to solve problems”’. In turn, the short-term perspective does not
allow building an appropriate organizational culture that takes into account the
desired elements, such as internal entrepreneurship.

This type of approach to strategic management, without complex divisions into
stages, components, organizational procedures, and where the process of strategy
formulation and strategic decision making is the sole effect of the work of the owner
of the enterprise, is not always optimal for small businesses. When managers have
limited knowledge of the company’s strategy, and the rank and file employees —
negligible, and when no one but the owner has any influence on the decisions made,
they have no motivation to take initiatives, seek innovative solutions or improve the
organization. In order to prevent such a situation, it is worth formalizing the
procedures of strategic management in small enterprises to some extent, assuming
the staging of the process and involving a wider group of participants in its individual
phases. Employees can provide information, ideas and initiatives that can signifi-
cantly revitalize individual phases of strategic management, positively influencing its
final effects. However, it should be ensured that the formalization combined with
strategic management does not adversely affect such advantages of small enterprises
as the speed of decisions and their consistency’®.

An important element shaping the specificity of SME management are limited
resources of the company, taking into account both material resources and resources
of intangible assets”. Among the resources that play a key role in the management
of SMEs, elements such as the ability to obtain and use financial capital; knowledge,
potential, skills and quality of employees and managers; and the personal

75 Kraus S., Kauranen 1. (2009), Strategic Management and Entrepreneurship: Friends or Foes? Inter-
national Journal of Business Science and Applied Management, vol. 4(1), pp. 37-50.
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characteristics of an entrepreneur are presented®’. The low level of resources means
that large corporations can easily compensate for even high financial losses or long
waiting for the return of capital, and small companies are not able to survive even the
smallest losses in the short term.

The Covid-19 pandemic had a significant impact on business operations,
questioning many of the management tools used so far. Restrictions on the flow of
goods and services, as well as repeated lockdowns for people and organizations, made
it necessary to re-evaluate the ways of doing business. Since the beginning of the
Covid-19 crisis, companies have increasingly focused on short-term issues, less and
less interested in innovation and long-term planning®'.

Research shows that not all enterprises were affected by the pandemic crisis
equally, and it is not only related to the industry to which they belong, but also to the
size of the enterprise®™. It turns out that although the crisis has affected both large
companies and SMEs, its effects are greater for smaller entities®. OECD studies®
carried out in Member States and partner countries reveal that more than half of SMEs
experience significant loss of income and a quarter of companies fear bankruptcy
without adequate and prolonged public support. Many SMEs have gone out of
business due to rising costs and the depletion of cash reserves, making them
financially unstable®. SMEs are trying to adapt to the new conditions by e.g.
increased digitization of their activities, but their specific features mean that without
the use of policy instruments to mitigate the effects of the crisis, many will not survive
the pandemic.
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Chapter 2

Entrepreneurial Orientation of Small
and Medium-sized Enterprises

2.1. Organizational Entrepreneurship as an Area
in the Theory of Business Management

Entrepreneurship within the structures and processes of a company is referred to
as organizational, corporate, internal entrepreneurship or intrapreneurship, and is
seen as an important component of economic development and wealth creation®.
Much research on corporate entrepreneurship (CE) highlights its positive consequen-
ces for organizational survival and growth®, as well as the positive relationship
between this type of entrepreneurship and various measures of the company’s
effectiveness®™. Given its importance to the growth, efficiency and survival of an
organization, CE has attracted a lot of attention from policy researchers. However,
the results of CE activities are not always easy to predict. They are full of significant
challenges and problems in the area of resources, capabilities, structures, organiza-
tional and environmental conditions necessary to create entrepreneurial activities®.

CE is different from the traditional approach to entrepreneurship that results in
starting a new business. CE focuses on the organization (not the person) as a “leading
participant” in new business ventures (new products, services and programs) through
one of the following paths: internal innovation, strategic alliances, joint ventures,
networking, etc. In start-ups entrepreneurship is personified by the founders who
typically form a company by managing a small number of employees with whom

8 Zehir C., Miiceldili B., Zehir S. (2012), The Impact of Corporate Entrepreneurship on Organizational
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and Behavioral Sciences, Vol. 58, pp. 924-933; Betakova J., Haviernikova K., Okreglicka M., Mynar-
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they have daily, direct and personal interactions. As the organization grows,
leadership becomes more indirect and institutional. The greater number of employees
and a more complex organizational structure mean that entrepreneurial behavior
cannot be personified only by the management board. To achieve goals, work must
be done through all members of the organization and through institutional structures
and processes™.

Identifying the idea of entrepreneurship with the person of the entrepreneur meant
that until the early 1980s, internal entrepreneurship and strategic management
activities were often considered a contradiction®. It has been argued that with strong
growth of an organization comes its increased rigidity and established routines, thus
reducing the proactivity and renewal capacity of the organization. A significant
change in the approach took place in the early 1980s, when CE began to be
recognized in the scientific community and practice as an important element of the
results not only of large companies, but also of small and medium-sized enterprises
operating in a dynamic and global economy®.

The evolution of research in the field of CE over the last four decades has shown
changes that have occurred in the definition and understanding of this phenomenon.
Initially, researchers conceptualized CE as the embodiment of entrepreneurial
behavior requiring organizational sanctions and resource commitments to develop
different types of value-creating innovations”, and bringing it in practice to a process
of organizational renewal. In the 1990s, researchers focused on resuming
entrepreneurial activity in the organization and increasing its ability to develop skills
to create innovation™. In the 21st century, scientists joined CE to create sustainable
competitive advantages that can serve as the basis for profitable growth”. Specific
areas were indicated to which business entrepreneurial activities can be assigned.
A strategic approach to entrepreneurship refers to a wide variety of business activities
or innovations that are undertaken in an organization’s pursuit of a competitive
advantage, rather than simply resulting in new ventures. According to Bratnicki®,
a more entrepreneurial view of management is now required, aimed at discovering
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a wide range of potential versions of the future, so that the organization is able to
identify or create opportunities and use them appropriately.

CE can fundamentally differentiate an organization from rivals in the industry.
Therefore, there are two possible benchmarks that can be considered when an entity
is strategically entrepreneurial. The first indicates how much the enterprise is trans-
forming from the state it was in before, e.g. by transforming its products, markets,
internal processes, etc. The second indicates how much the enterprise is transforming
in the same areas but in relation to the convention or industry standards’’.

Evolving over the past 40 years, CE has become a strategy that can help
companies deal effectively with the competitive reality in today’s global markets.
Strategic thinkers have gone beyond traditional product and service innovations by
introducing pioneering innovations in processes, value chains, business models and
all management functions®. All organizations are facing a new global reality that
requires creativity, courage, planning and entrepreneurial leadership. Organizations
that demonstrate internal entrepreneurship are typically viewed as dynamic, flexible
entities, prepared to take advantage of new business opportunities as they arise”.

It is often pointed out that CE is to be considered a behavioral concept and that
the entire organization is on a continuum from “highly conservative” to “highly
entrepreneurial”. Entrepreneurial entities take risks, are innovative and proactive,
while conservative entities are less risky, less innovative, and more observant and
expectant. The company’s position in this continuum is attributed to its entrepre-
neurial intensity'®.

There is no consistent definition of CE in the literature, thus there is a large degree
of ambiguity as to the construction of this concept. Wang, Chung and Lim define CE
as the process by which an individual or group of people, in collaboration with an
existing organization, creates a new organization or initiates renewal or innovation in
an existing organization. Teng'”' points out that CE is when a company focuses on
growth by actively seeking and using opportunities. This concept identifies the
processes by which organizations innovate, start new businesses, and transform
themselves by strategically renewing their processes and business environments.
As these entities may have above-average economic results, they are referred to as
the engines of economic growth'®.
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CE is the process by which individuals seek opportunities, no matter what
resources they currently have at their disposal'®. Entrepreneurship focuses on
organizational behavior and is defined as a vision-oriented, organization-wide
reliance on entrepreneurial behavior that deliberately and continuously renews the
organization and shapes its scope of activities by recognizing and seizing the
entrepreneurial opportunity'®™. CE refers to a process taking place inside an existing
economic entity, regardless of its size, and leads to new business ventures, innovative
activities and orientations, such as the development of new products, services,
technologies, administrative techniques, strategies and competitive attitudes'®.
Karimi i Walter'® emphasize that internal entrepreneurial activities refer to
an organization’s ability to regularly introduce new products or enter new markets,
and to create and exploit new product market arenas. CE is a big challenge for
managers and employees who need to rethink their values, processes and even
resources to be successful'”’.

Bratnicki'®™ proposed a configurational approach to CE, which is based on
processes (preparing innovations, taking risks related to starting new businesses,
strategic renewal) and on content elements (mind-set, organizational culture,
redefinition of success and the domain of activity, strategic resource management,
regeneration and renewal). Organizations that acquire the ability to integrate process
attributes and content components under CE are capable not only of strategic self-
renewal, but also of creating new value and wealth.

CE is focused on re-energizing and strengthening an organization’s ability to
develop skills that enable new solutions'®. Novelty is a feature that defines
organizational entrepreneurship regardless of the context (e.g. new ventures, strategic
renewal) within which novelty is sought''’.

One of the key areas of CE is to create a working environment that will foster
innovation and entrepreneurial behavior. In such an environment, each employee can
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use his innate entrepreneurial potential. Kuratko, Hornsby i Covin'"' identified and

defined five basic determinants of corporate entrepreneurship:

1. Management support — support from the management of the organization
facilitates and promotes the activation of entrepreneurial behavior. Support must
relate to the provision of the necessary resources and psychological support.

2. Organizational boundaries — refer to the employee’s perception that the
organization is flexible enough and its boundaries induce, direct and favor
coordinated innovative behavior.

3. Rewards and reinforcements — express the degree of perception that the
organization rewards the activity and success of an entrepreneurial individual,
encouraging risk taking.

4. Availability of time — perception that the organization has enough time to
implement innovative ideas and results. Organizations need to structure work in
such a way that individuals have enough time to innovate.

5. Freedom of work — the employee’s perception of work organization that would
tolerate failure, ensure freedom in making decisions and delegating powers and
responsibilities to lower-level managers and employees''%.

An internal work environment in which each person’s entrepreneurial potential is
nurtured and where organizational knowledge is widely available will foster
innovation and the achievement of competitive advantages. The role of managers
designing workplaces friendly to undertaking entrepreneurial activities and searching
for new solutions is important here. While many forces in the external environment
remain beyond the control of managers, the internal work environment can be shaped
to become more entrepreneurial. Managers are therefore challenged to measure the
existing CE and evaluate it by employees'"”. Entrepreneurial initiatives and top
management expectations can be both convergent and divergent. If they diverge, two
paradoxical situations may arise, i.e. there will be entrepreneurial initiatives but top
management will not be interested in them, or the entrepreneurial preferences of the
top management will not be accompanied by a significant number of entrepreneurial
initiatives''.

By reflecting on the determinants that favor or inhibit CE, you can find references to
several main elements of an external (environmental factors) and internal (internal
structure and systems, leadership style and broadly understood communication)
character.

Increasingly, environmental factors are interpreted by today’s policymakers as
those that call for the creation and use of CE as the basis of enterprise efforts to
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strategically adapt. Lumpkin and Dess'” already suggested that organizations
standing in the face of a rapidly changing and dynamic competitors, can best serve
the implementation of activities in the field of CE as an adaptive mechanism. Firms
decide how to respond to the realities (i.e. threats and opportunities) arising from
external environmental factors''. In either case, the goal of the option chosen is to
help the company transform or adapt to increase the likelihood of its competitive
success.

Choosing a strategy is a critical organizational decision that has a large impact on
the effectiveness of the organization''’. Strategies, available as strategic adaptation
options, cover a range of solutions, incl. diversification, acquisition, restructuring,
rotation or cooperation (e.g. strategic alliances, joint ventures)''®. The CE strategy
is another option that an organization can choose as soon as external factors require
organizational change and strategic adaptation''®. This strategy is a set of com-
mitments and actions that are framed around entrepreneurial behavior and innovation
to develop current and future competitive advantages that will lead to competitive
success.

The operational essence of using the CE strategy as the basis for a company’s
adaptive responses is a call for the organization’s employees to rely on entrepre-
neurial behavior as a source of the adjustments necessary to ensure current and future
market success. We enter here the subject of entrepreneurial orientation as a CE area.
In this context, the CE strategy encompasses the full set of commitments, decisions
and entrepreneurial behavior required for a company to increase the likelihood of
achieving current and future competitive success.

The shape of the organizational structure is one of the main factors contributing
to the absorption of entrepreneurship within the organization. Typical hierarchical
corporate structures are multi-level and time-consuming, with a bureaucratic
decision-making system, which generally means that corporate culture can be seen
as a potential enemy of CE. To intensify entrepreneurial activities, enterprises should
strive to flatten the organizational structure in order to provide strong support to
entrepreneurial units, increase decision-making efficiency and increase the ability to
take business risks'?,

The key problem in adjusting the organizational structure to the requirements
of intrapreneurship is resistance to decentralization and delegation of powers.
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In practice, owners or top managers are reluctant to transfer responsibility to separate
units and middle and lower level management, even at the cost of less flexibility and
quick reaction to changes'?'. Decentralization of systems can result in better coordi-
nation and more efficient decision-making, but managers may find it difficult to
relinquish control, considering strict controls and direct oversight to be necessary'*.

Building an entrepreneurial-friendly organizational structure also faces resistance
from the bottom up. Transferring responsibility to lower management levels or even
rank-and-file employees may generate stress and aversion to risky activities. The
additional freedom comes with responsibilities'”. When acting entrepreneurially,
members of an organization must take risks and need an appropriate supportive
organizational structure that allows them to risk failure without unnecessary
repercussions.

It is now increasingly recognized that whether the organizational structure is
centralized or decentralized, it is important that existing structures and systems are
designed to facilitate decision making and conduct operations rather than create
internal barriers and thus stimulate CE '**.

Leadership style is the second key determinant of CE. Bratnicki = points out that
the strategic thinking of managers cannot take place without entrepreneurial choices
that relate to the creation and renewal, strategic solutions and changing the orientation
of the organization to seize opportunities.

Organizations require strategic leadership if they are to develop the right culture
for change'?. Senior managers must have a “vision” to implement an entrepreneurial
approach'”’, identifying problems, providing resources, directing activities and
offering support to other managers in contributing to organizational entrepreneur-
ship'®. Effective leadership by senior management has a positive impact on both
middle managers and staff, and relationships with wider stakeholders'”. Good
leaders create an atmosphere that encourages employees to think and act creatively
and forward-looking, and indicates the direction in which the organization is
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heading'*. Top management is expected to respond to requests from lower-level
managers, thus providing an appropriate work environment in which employees work
together to achieve their goals. This involvement in the decision-making process
leads to an awareness of business goals and values'®!, which in turn can lead to shared
goals and therefore to more effective operation'*>. Middle and junior managers should
be actively involved in decision-making processes by identifying problems, directing
activities and offering support to other managers in applying an entrepreneurial
approach, thus being an active element of leadership in the organization.

Teamwork, collaboration and communication are qualities that should be
demonstrated by entrepreneurial leaders'**, thanks to which you can maintain certain
standards, cultivate values and loyalty to the organization. To adopt a “collaborative”
entrepreneurial approach, managers need to encourage teams to participate in
creating visions, goals and plans, and to identify opportunities. An effective team
integrates the skills of individuals who simultaneously learn specific expert skills
from others and generate innovative activities'**.

Entrepreneurial leadership is associated with a certain tolerance for mistakes made
in the actions taken by subordinate personnel. It is crucial to create an environment
in which an entrepreneurial initiative, inherently burdened with increased risk, will
not be associated with restrictions in the event of failure. Hence, it is important to
define the framework and conditions of tolerance for mistakes that will appear in
entrepreneurial activity'®,

Effective CE activities require that those involved have access to reliable means
of communication and an integrated view of the organization. CE is an enterprise-
level activity, and successful entrepreneurial initiatives are often the result of
coordinated interactions between individuals and groups that occupy different
hierarchical positions within the organization and, sometimes, are located in different
geographic locations. Without proper communication channels and an integrated
perspective that includes collaboration, information sharing and the inclusion of
related activities, it would be difficult to envision and implement entrepreneurial

plans'®®,

130 Burgess C. (2011), Are Hotel Managers Becoming More Professional — the Case of Hotel Financial
Controllers? International Journal of Contemporary Hospitality Management, Vol. 23(5), pp. 681-695.
131 Kyriakidou O., Gore J. (2005), Learning by Example: Benchmarking Organizational Culture in Hospi-
tality, Tourism and Leisure SEMs, Benchmarking: An International Journal, Vol. 12(3), pp. 192-206.

132 Asree S., Zain M., Razalli M. (2010), Influence of Leadership: Competency and Organizational Cul-
ture on Responsiveness and Performance of Firms, International Journal of Contemporary Hospitality
Management, Vol. 22(4), pp. 500-516.

13 Qiao J., Wang W. (2009), Managerial Competencies for Middle Managers: Some Empirical Findings
from China, Journal of European Industrial Training, Vol. 33(1), pp. 69-80.

134 Johnston R., Brignall S., Fitzgerald L. (2002), The Involvement of Management Accountants in
Operational Process Change, International Journal of Operations and Production Management,
Vol. 22(12), pp. 1325-1338.

135 Burgess C. (2013), Factors Influencing Middle Managers’ Ability to Contribute to Corporate Entre-
preneurship, International Journal of Hospitality Management, Vol. 32, pp. 193-201.

136 Chen M.-J., Miller D. (2015), Reconceptualizing Competitive Dynamics: A Multidimensional Frame-
work, Strategic Management Journal, Vol. 36, pp. 758-775.

43



Among the determinants of entrepreneurship development, the importance of both
formal and informal communication in contributing to strategic changes is
emphasized’. Management must communicate clear messages to other team
members as inconsistent or unclear directions can lead to misunderstandings and
possible role conflicts, and consequently instill fear of risk and failure'*®.

Espino-Rodriguez and Taylor'*’ argue that to ensure that the needs of individual
units are met, senior management must consult all levels of the organization rather
than adopting an organization-wide approach. Top management listen to the
members of the organization learn from them and take better action when concerns
and problems arise'”’. Lack of communication can lower the quality of decision
making.

External and internal conditions have an impact on the formation of an
organizational architecture that favors, or not, CE. Bratnicki'*! emphasizes that for
entrepreneurs, a significant focus is on creating an organizational architecture in
which organizational culture, leadership, strategy, organizational systems and
structures, and members of the organization are both supported and flexibly selected
to create a sustainable CE. These elements do not constitute separate domains, but
interpenetrate, complement and determine each other, building together the CE
concept.

2.2. The Concept and Multidimensionality
of Entrepreneurial Orientation

The concept of “Entrepreneurial Orientation” (EO) was defined in 1989 by Covin
and Slevin, who extended their existing scientific achievements to develop a solid
conceptual model of organizational entrepreneurship'’. They started to use the
concept of “entreprencurial orientation” instead of “attitude”, which emphasizes
the dynamic dimension of the concept, referring to actions, while taking into account
the psychological dimension, inclinations or preferences. They indicated that
attributes at the organizational level unrelated to behavior, such as organizational
structure or culture, do not yet make the enterprise an entrepreneurial organization,
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but only activities carried out in such dimensions as: innovation, proactivity and risk
taking. Thus, behavior is a central and key element of the entrepreneurial process.

A key change in the approach to EO, which split the current of deliberations, came
with the publication of the work of Lumpkin and Dess'*. They extended the definition
of EO, trying to indicate its distinctiveness from the concept of entrepreneurship. Based
on the distinction between ‘how’ (process) and ‘what’ (outcomes), the authors
clearly differentiate entrepreneurship and the processes that lead to it (dimensions of
entrepreneurial orientation). EO refers to the strategic orientation of the company,
mastering specific aspects of entrepreneurship in terms of decision-making styles,
methods and practices. The terms: inclination, willingness and tendency, rarely
appearing in previous works, are also systematically used. Finally, two new dimensions
appear in the new approach to EO: aggressive competitiveness and autonomy, treated
as distinct from the previous three: proactivity, innovation and risk taking'**. These five
elements can vary depending on the environmental and organizational context, which
is a real breakthrough from the previous use and definition of the concept, building
a multidimensional approach to the construct.

Currently, EO is one of the increasingly researched concepts of entrepreneurship
that focuses on decision-making styles and practices related to entrepreneurial
activity'®. It reflects the organizational decision-making attitude regarding key
activities at the enterprise level, strategic practices and management philosophy in
search of new opportunities for dynamic development and renewal'*’. EO is an
important measure of the direction in which a company is organized and should be
considered as a strategic dimension that allows observing the strategic position of
companies along the continuum from fully conservative to fully entrepreneurial
orientation'?’.

Scientists generally adopt EO as a tool to measure a company’s propensity for
entrepreneurship'*®. Krauss et al.'* indicate that EO is a psychological construct that
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reflects the intentions and propensities of the main players in an organization for
entrepreneurial tasks and behaviors. Hence, EO presents itself not as an external
expression of its strategic position in the market, but rather as a reflection of internal
organizational practices and procedures'*’.

EO can be considered an intangible asset that is built into organizational
procedures and dispersed among members of the organization'. In some cases,
companies cannot take patterns from the market to a high level of entrepreneurial
orientation, and then they should invest time and resources to promote a culture in
which entrepreneurship will be embedded in all levels of the organization and thus
EO becomes a source of sustainable competitive advantage'>.

By taking initiatives and opportunistically shaping the environment, entrepreneur-
ship organizations influence market trends and maybe even generate demand.
Enterprises need a higher level of EO to discern the difference between today’s
market needs and what is needed to meet future opportunities'>. In business,
anticipation is the process of understanding the future needs of customers in order to
gain a competitive advantage. Those entrepreneurs who tend to proactively respond
to customer demand and are able to respond to their current and future needs achieve
a competitive advantage'®*. In addition, to better understand customer orientation
over time, it is important to focus on EO in the culture of the organization.
As suggested by Griffith, Noble and Chen'”, an entity with a stronger entrepreneurial
orientation will be better able to acquire knowledge from its clients. On its basis, it is
possible to anticipate or even shape future demand, which will bring mutual benefits
— both for the client and the company'*®.

Many recent studies emphasize that EO cannot be the domain only of owners or
top managers of enterprises, even if they declare an entrepreneurial attitude and
willingness to operate an organization in an entrepreneurial manner. While managers
may have a propensity for EO, adopting this attitude for the enterprise may be
limited"*”. Entrepreneurship must “permeate” organizational structures and processes
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in the organization, not only meeting the expectations of leaders, but also being an
element of the company’s organizational culture.

EO has now become a widely accepted way to explain the diversity of enterprise
performance'*®. The relationship between EO and business outcomes has received
much attention in modern management literature. Much empirical evidence suggests
that there is a positive relationship between EO and organizational performance'®,
although this relationship is believed to be much more complicated and requires
a broader analysis of the intermediate values between these two factors'®.

EO dimensions drive exploration that allows an organization to reconfigure
resources and knowledge to create new and better solutions in the product market to
meet expected or anticipated changes'®’. Without EO, business would not be so
dynamic or adaptive. When the dimensions of EO are properly set, they intensify
experimentation and creativity, and consequently encourage new combinations of
resources that allow to take advantage of opportunities in front of rivals and
potentially implement activities that break the current business framework, which in
turn determines the improvement of market outcomes. EO, as an organizational
construct, manifests itself in such a way that entrepreneurial attitudes and behavior
permeate the organization at all its levels'®2. Enterprises may sometimes benefit from
a relatively uniform distribution of entrepreneurial attitudes and behavior throughout
the structure, but typically different strategic requirements of different organizational
levels, areas and time periods may result in the need for a more heterogeneous
manifestation of entrepreneurial orientation. In fact, EO is exposed in different ways
and to varying degrees across the organization, especially when it is more
organisationally complex'®,

There are two basic approaches to the concept of EO in the subject literature.
The first is the unidimensional approach, also referred to as classic, created by
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Miller'®, and then developed by Covin and Slevin'®, and the multidimensional
construction which is commonly associated with the work of Lumpkin and Dess'®.
The main difference between the two conceptualizations is whether the individual
dimensions of entrepreneurial orientation change independently of each other or
concomitantly.

Dilemmas about the nature of the EO construct remain unresolved, but as this concept
is developed, researchers are clearly leaning towards multidimensionality'®’,

It should be noted that in the multidimensional view of the organization’s EO we
deal with a different or even opposite approach to the one-dimensional approach.
Covin and Wales'® pointed out that multidimensional conceptualization is more
domain-focused, i.e. where to look for EO, while the previous one-dimensional
concept is more focused on the phenomenon, i.e. the answer to the question of what
EO looks like.

A multidimensional construct consists of many related attributes and exists in
multidimensional domains. The multidimensionality of the construct refers to
a situation where we deal with several separate, but related dimensions, treated as one
coherent theoretical concept'®. It can be argued that EO should be considered as
a multidimensional overarching structure with dimensions of proactivity, risk-taking
and innovation, plus competitive aggressiveness and autonomy that Lumpkin and
Dess'” introduce as separate dimensions, but necessary in building EO construct.
More researchers in this area are inclined to the five-dimensional structure of
entrepreneurial orientation. For example, Voss, Voss and Moorman'’" define EO as
a firm disposition to engage in behaviors reflecting risk-taking, innovation, pro-
activity, autonomy, and competitive aggressiveness that lead to changes in the
organization or market. Whereas Pearce, Fritz and Davis'”* conceptualize the concept
as distinct but related behaviors that are characterized by innovation, proactivity,
aggressiveness, risk, and autonomy. As the amount of research on EO increased and

164 Miller D. (1983), The Correlates of Entrepreneurship in Three Types of Firms, Management Science,
Vol. 29, pp. 770-791.

165 Covin J.G., Slevin D.P. (1989), Strategic Management of Small Firms in Hostile and Benign Envi-
ronments, Strategic Management Journal, Vol. 10(1), pp. 75-87.

166 Lumpkin G.T., Dess G.G. (1996), Clarifying the Entrepreneurial Orientation Construct and Linking
it to Performance, Academy of Management Review, Vol. 21(1), pp. 135-172.

167 Kreiser P.M., Marino L.D., Weaver K.M. (2002), Assessing the Psychometric Properties of the
Entrepreneurial Orientation Scale: A Multi-country Analysis, Entrepreneurship Theory and Practice,
Vol. 26(4), pp. 71-94.

168 Covin J.G., Wales W.J. (2011), The Measurement of Entrepreneurial Orientation, Entrepreneurship
Theory and Practice, Vol. 36(4), pp. 677-702.

19 Law K.S., Wong C.S., Mobley W.H. (1998), Toward a Taxonomy of Multidimensional Constructs
..., Op. cit., pp. 741-755.

170 Lumpkin G.T., Dess G.G. (1996), Clarifying the Entrepreneurial Orientation Construct and Linking
it to Performance, Academy of Management Review, Vol. 21(1), pp. 135-172

' Voss Z.G., Voss G.B., Moorman C. (2005), An Empirical Examination of the Complex Relationships
between Entrepreneurial Orientation and Stakeholder Support, European Journal of Marketing,
Vol. 39(9/10), pp. 1132-1150.

172 Pearce J., 11, Fritz D., Davis P. (2010), Entrepreneurial Orientation and the Performance of Religious
Congregations as Predicted by Rational Choice Theory, Entrepreneurship Theory and Practice,
Vol. 34(1), pp. 219-248.

48



its association with other company characteristics, the number of dimensions was
modified and both increased and decreased'”.

Conceptual arguments suggest that the dimensions of EO should be viewed as
separate but related constructs, not as a single unifying feature. This means that
enterprises can change the degree of autonomy, proactivity, competitive aggressi-
veness, innovation or risk taking so that they are not equally entrepreneurial in all
dimensions. The dynamics of changes in individual dimensions may be different,
which does not prevent the company from being described as entreprenecurial-
oriented'’*. However, it is suggested that dimensions are positively correlated
and therefore an increase in any of the dimensions translates positively to the
organization’s EO.

Organizational Autonomy

In universal terms, autonomy can be defined as the ability and willingness to think
and act independently. Autonomy reflects the internal support of one’s actions, i.e.
the feeling that actions are not only independent, but also the result of one’s own
expectations and goals'””. Thus, at the heart of autonomy is the pursuit of
development and the realization of personal goals, values and interests'”.

Currently, autonomy is one of the basic determinants of entrepreneurship. This
underlines the emancipatory side of entrepreneurship, manifested, for example, by
the slogan “to be your own boss”. The need for autonomy refers to a strong sense of
will and support for one’s actions. Individuals want to experience choice in their
behavior and be the initiators of their own actions'”’.

Autonomy is strongly related to entrepreneurship because of its decisive
freedoms: you can decide what, how and when will be done'™®. People need autonomy
because it is essential to meet other motives. Referring to the concept of autonomy
considered from the point of view of EO, internal autonomy must be “dispersed”
into separate groups, individuals or projects in the enterprise. Autonomy of an
entrepreneur thus transforms into entrepreneurial autonomy, which gives members
the freedom and flexibility to design and implement entrepreneurial initiatives.
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The independent venture is the impetus necessary to explore business opportunities,
develop business concepts and implement them to completion'”.

In many companies, independent thinking and acting are encouraged in advance,
which are the determinants of autonomy. Employees at various levels are stimulated
to devote a portion of their working time to finding new ideas, which enables
autonomous members of the organization to develop concepts for new ventures. This
approach suggests that in the organization autonomy is equated with the chance to
achieve success and builds a specific style of company management. In some
organizations, even brilliant ideas are not welcomed by managers'®. In such
enterprises, additional effort and special incentives may be needed to develop and
support entrepreneurship. The autonomy of all entities in the organization, individual
and group, can motivate to take action in the enterprise, and thus improve business
results'®!. Previous research in organizations supports the notion that entrepreneurial
autonomy encourages innovation, promotes investment, and increases the competiti-
veness and effectiveness of firms'®.

Autonomy in an organization is linked to a variety of outcomes when reviewing
the literature in this area, such as increased sense of responsibility, identification with
organizational problems, greater employee efficiency, innovation, development of
collaboration and flexibility. The influence on changing the organizational culture is
also emphasized, i.e. changing the control-oriented culture to the culture that pro-
motes commitment. When it comes to negative effects, prompting a critical approach
to autonomy, there are indicated increased pressure and stress at work, the require-
ments of a fairly long-term adaptation process in the organization or waste of
resources'®. For this reason, managers should be cautious about internal autonomy
and rationally consider the circumstances for its deepening '*,

Autonomy is an important feature of work that enables workers to find different
combinations of working methods'®. Increased autonomy in the workplace allows
employees to go beyond routine work and try out better organizational solutions.
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Employees with greater professional autonomy develop a higher level of responsi-
bility for their work'®®. With a high level of autonomy in the performance of their
work, employees are able to exercise control over the performance of their work, and
thus are less dependent on their employer. In this case, organizational support is less
likely to impact the organisation’s performance'®’.

Autonomy is often viewed as a hierarchical construct, i.e. depending on the types
of actions or decisions that the group or individual can control, different levels or
degrees of autonomy can be distinguished. There are two main types of autonomy
within the activities undertaken by the organization: structural autonomy and
strategic autonomy. The extent to which the group has control and can make decisions
about factors in the working environment is known as structural autonomy. This kind
of autonomy enables the team to solve the problem of self-determination about how
resources are used within a given resource constraint'®®, Structural autonomy of units
allows for faster reaction and modification of activities related to investments when
new market information appears, which is of particular importance in the initial
period of the operation of an enterprise. The speed of reaction certainly increases
when the entity is structurally independent and it is not required to obtain the approval
of the management board of the enterprise each time, but this does not mean that there
is no control. Hence, the autonomy of the unit implementing a new project should be
verified and limited so as not to interfere with the effective flow of information'®.

Autonomy is not a positive phenomenon at all its levels if it is related to staff, not
shareholders / owners. Although high autonomy theoretically provides opportunities
to discover new opportunities for the success of an organization, it also stimulates
less committed individuals to undertake initiatives that are not fully consistent with
the company’s strategy or are not the optimal economic solution. The extensive
autonomy creates the temptation to act in self-interest and shift the focus from
organizational interests to the individual interests of managers.

Autonomy from the EO perspective is primarily about strategic autonomy.
It seems that strategic autonomy is a “derivative” and development of structural
autonomy, taking over a more general and long-term nature. Lumpkin, Cogliser and
Schneider'” indicate that strategic autonomy refers to the extent to which the group
or individual has control over the goals, i.e. the goals relative to the organization.
Strategic autonomy allows organization actors to operate outside of normal
organizational constraints to determine what their goals will be and how they will be

186 Dhar R.L. (2016), Ethical Leadership and its Impact on Service Innovative Behavior: The Role of
LMX and Job Autonomy, Tourism Management, Vol. 57, pp. 139-148.

187 Aubé C., Rousseau V., Morin E.M. (2007), Perceived Organizational Support and Organizational
Commitment: The Moderating Effect of Locus of Control and Work Autonomy, Journal of Managerial
Psychology, Vol. 22(5), pp. 479-495.

188 Lumpkin G.T., Cogliser C.C., Schneider D.R. (2009), Understanding and Measuring Autonomy: An
Entrepreneurial Orientation Perspective, Entrepreneurship Theory and Practice, Vol. 33(1), pp. 47-69.
189 Johnson K.L. (2012), The Role of Structural and Planning Autonomy in the Performance of Internal
Corporate Ventures, Journal of Small Business Management, Vol. 50(3), pp. 469-497.

19 Lumpkin G.T., Cogliser C.C., Schneider D.R. (2009), Understanding and Measuring Autonomy: An
Entrepreneurial Orientation Perspective, Entrepreneurship Theory and Practice, Vol. 33(1), pp. 47-69.

51



achieved. Thus, the strategic dimensions of autonomy enable the team or individual
not only to solve problems, but also to define the problem and goals that should be
met to solve the problem. As part of a specific economic undertaking, its individual
goals, methods of implementation and monitoring of effectiveness are defined.
Strategic autonomy gives the freedom to make independent decisions, which should

contribute to the effectiveness of the project'".

Proactivity

In the entrepreneurial literature, proactivity is conceptualized as actively
facilitating significant personal and / or environmental change. Proactivity refers to
directing predictions and actions to future expectations and needs in the market, thus
creating a pioneering advantage over the competition'®?. Proactive organizations
strive to be pioneers, and thus they capitalize on opportunities that emerge in the
environment. They can create first-mover advantage by targeting premium market
segments, setting high prices and taking the market ahead of competitors'®.

In terms of the entrepreneurial orientation of the company, the natural proactivity
of the founder / owner must be “translated” into the proactivity of the members of the
organization and their groups, to speak of a proactive organization. Being proactive
means anticipating and acting in anticipation of changes in the environment or future
needs and problems. Venkatraman'® defined proactivity as looking for new
opportunities that may or may not be related to the current line of operations and the
introduction of new products and brands ahead of the competition, strategically
eliminating operations that are mature or declining life cycle stages. So being
proactive suggests an opportunity prospect that is characteristic of a market leader
who has an action plan in anticipation of changing market demands. Proactivity is
also defined as free action, consisting in both recognizing threats and consciously,
actively taking remedial actions, as well as posing challenges, “finding” goals and
taking independent actions aimed at their consistent implementation'®”.

Being proactive can make your job easier because proactive people choose and
create situations that increase the likelihood of high levels of economic perfor-
mance'®. From the perspective of the person-environment proactivity can help
workers active in adapting their environment in a way that emphasizes the individual
strengths and optimization of the results'®’. Proactive people can increase effective-
ness by engaging in a variety of instrumental behaviors such as information-seeking,
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skill development, negotiation, resource gathering, socialization, and role restructu-
ring. In proactive behavior, individuals are forward-looking and oriented towards the
future and acting for the benefit of the enterprise'*.

Proactivity can relate to different perspectives. Grant and Ashford '’ indicate the
organizational (focus on the organization), social (focus on the group) and individual
(focus on the achievement of individual goals) perspective. These perspectives
interpenetrate, e.g. the proactivity of an individual shapes not only the individual
itself, but also affects other levels — an organization or a team®”. On the other hand,
the team’s proactivity may intensify or inhibit the proactive behavior of individual
individuals.

Proactivity as a personality trait tends to cause changes in environments.
A proactive personality reflects an individual’s relatively constant disposition to
control situational factors and actively arouse’”. Proactive personalities look for
opportunities, show initiative, take up activities and show specific determination with
regard to the implementation and completion of projects, while changing (self-
development of the individual)*®.

The proactive tendency of employees to shape the environment provides many
benefits such as more likely to negotiate work procedures and content, influence the
expansion of available labor resources, change or seek better ways to accomplish
work-related tasks, and engage in career management®”. By their nature, proactive
people are more likely to perform tasks better, but also to be perceived by regulators
as fully motivated and with greater potential for professional success than their less
active counterparts®. It should be noted that employees need to be confident that
they can engage in proactive behavior. This is a necessary condition as proactive
behavior at work may involve challenging the status quo, which is not always
perceived positively and may entail high social costs®”.

Grant and Ashford™® indicate that proactive behavior should not be treated as
a state, but as a process that consists of at least several separate phases. Among them,

there are: anticipation, planning and action aimed at the future result. It seems,
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however, that such a presentation of proactivity primarily emphasizes the cause-and-
effect nature of proactive behavior.

Opinions about the positive impact of proactivity on the organization clearly
dominate in the research on proactive behavior. There are a number of benefits, incl.
better work efficiency, higher level of entrepreneurship, higher level of affective
commitment, increased satisfaction or creating social networks. Proactivity also
promotes conscientiousness, emotional stability, extraversion, and opennesszm.

Proactive behavior can be change-oriented at different levels, such as an
individual task, a team, or the entire organization®”. Team members’ proactivity aims
to change the team’s situation and the way it operates. Proactivity of organization
members refers to individual behaviors that change the way an organization operates
and focuses not only on workgroups or individual departments, but on the
organization as a whole, going beyond the normal organizational behavior of
individuals®®.

Bolino, Valcea and Harvey?'® indicate that being proactive is not just about
benefits. There can also be significant costs to being proactive as this activity uses
resources, time and energy. Being proactive is focused on the future: it includes
anticipation and planning. Anticipation and planning are higher-order psychological
functions that require the use of cognitive resources®''. Additionally, the desire to be
a pioneer and master new markets, which is inherent in organizational proactivity, is
inherently highly capital-intensive. An example would be entering new markets
where significant resources must be mobilized, for example to obtain the necessary
information. Each new market placement requires companies to gain market
knowledge of new suppliers, customers and partners?'.

0

Competitive Aggressiveness

Firms often operate in highly competitive industries where they must closely
monitor their competitors’ signals and take the information into account when
planning their own actions to defend their market positions*®>. The actions and

207 Thomas J.P., Whitman D.S., Viswesvaran C. (2010), Employee Proactivity in Organizations: A Com-
parative Meta-analysis of Emergent Proactive Constructs, Journal of Occupational and Organizational
Psychology, Vol. 83, pp. 275-300.

28 Griffin M.A., Neal A., Parker S.K. (2007), A New Model of Work Role Performance: Positive
Behavior in Uncertain and Interdependent Contexts, Academy of Management Journal, Vol. 50,
pp- 327-347.

209 Podsakoff P.M., MacKenzie S.B., Paine J.B., Bachrach D.G. (2000), Organizational Citizenship
Behaviors: A Critical Review of the Theoretical and Empirical Literature and Suggestions for Further
Research, Journal of Management, Vol. 26, pp. 513-563.

210 Bolino M.C., Valcea S., Harvey J. (2010), Employee, Manage Thyself: The Potentially Negative
Implications of Expecting Employees to Behave Proactively, Journal of Occupational and Organizational
Psychology, Vol. 83(2), pp. 325-345.

211 Strauss K., Parker S.K., O’Shea D. (2017), When Does Proactivity Have a Cost? Motivation at Work
Moderates the Effects of Proactive Work Behavior on Employee Job Strain, Journal of Vocational Be-
havior, Vol. 100, pp. 15-26.

212 yu J., Gilbert B.A., Oviatt B.M. (2011), Effects of Alliances, Time, and Network Cohesion on the
Initiation of Foreign Sales by New Ventures, Strategic Management Journal, Vol. 32(4), pp. 424-446.
213 Chen T., Tribbitt M.A., Yang Y., Li X. (2017), Does Rivals’ Innovation Matter? A Competitive
Dynamics Perspective on Firms’ Product Strategy, Journal of Business Research, Vol. 76, pp. 1-7.

54



countermeasures taken by companies in relation to their rivals are defined as
competitive dynamics, which argues that the effectiveness of the enterprise is not
simply a function of the company’s strategy and actions, but must be understood in
relation to the strategies and actions of competitors*'*. The phenomenon of temporary
competitive advantage requires aggressive action, especially if the enterprise is to be
economically successful. If an organization can successively derive a number of
temporary benefits, it will be able to achieve a longer period of high performance.
Such achievements, however, are the result of a series of temporary advantages, and
not a permanent advantage over a longer period of time?'.

Competitive aggressiveness denotes a company’s tendency to directly and
intensively challenge competitors in order to achieve or improve the market situation.
Competitive aggressiveness is characterized by a reaction or response to the actions
of competitors, as well as the use of the company’s forces in relation to its market
rivals?®. An aggressive company will continuously assess the condition of its
competitors in order to be able to identify their weaknesses and at the same time
highlight its own strength, which will increase the likelihood of success®'’. While
analyzing proactivity, it was indicated that it is a response to the emerging
opportunities in the business environment, competitive aggressiveness is a response
to threats, i.e. it refers to the way in which enterprises respond to the actions and
requirements of rivals who already exist on the market*'®.

When using the term competitive aggressiveness, in practice, an aggressive
attitude towards products, production and promotional activities is described. Firms
that are more aggressive than their competitors can more effectively maximize the
alignment of strategic assets with future opportunities because of the speed with
which they develop and use these assets to achieve a competitive advantage*”.
Highly aggressive companies are intense, strong and violent, which means being
ready to prepare and execute relevant competitive actions as the company directly
challenges its competitors. It develops strategies aimed at maintaining a strong
market positioning against the efforts of a competitor. These strategies are also
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developed to adapt the enterprise to respond to changing market trends that may lead
to the survival of a threatened organization®®.

Competitive aggressiveness reflects the degree to which a firm engages strongly
in competition through the competitive tools the firm uses over a period of time to
proactively anticipate and respond to rivals. Acting aggressively in the marketplace
can lead a company to take initiatives by setting ambitious market share goals and
taking bold steps to achieve them, such as aggressively competing on prices when
sacrificing profitability”' or aggressive comparison with competitors in terms of
marketing, service and product quality or production capacity. Aggressiveness allows
to shorten the duration of your opponents’ advantages. By taking more action and
acting faster, enterprises can proactively cope with the time-dependent nature of
competitive advantage??.

An aggressive strategy is not always appropriate for all organizations. Smaller
firms with limited resources may not be able to reduce product costs because they
cannot take advantage of the economy of scale. Moreover, they are more sensitive to
changes in the market and therefore have to be more aggressive in order to defeat
competition and create safe conditions for survival**. An aggressive competitive
attitude is especially important for companies that seek to enter new markets and/or
stand out in the face of intense competition.

The vast majority of research on the dynamics of competition shows that
competitive aggressiveness is positively related to various business areas, such as
revenue growth and market share growth, financial results, including profit margin,
return on sales, return on assets and return on capital®**, etc. It is assumed that while
the relationship between competitive aggressiveness and enterprise performance is
generally positive, the context may verify this relationship. It is emphasized that
factors at the organizational level (e.g. the level of emphasis on cost leadership in the
company’s strategy) and factors at the market level (e.g. competitive density in
the market) may affect the effectiveness of competitive activities, and thus be
a moderator the relationship between competitive aggressiveness and organizational
performance®.

As in the case of other dimensions of EO, with competitive aggressiveness, and
even to a greater extent, it is difficult to transfer the values associated with
aggressiveness from the dominant person of the owner to other employees at various
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organizational levels. While intense competition is somehow inscribed in the
personality of an entrepreneur who treats survival and increasing market share as
a chance for a better life for himself and his family and an opportunity to prove
himself, the transfer of decision-making in this regard to lower levels of the
organizational structure often arouses resistance and justified doubts. They result
from the fact that competing as a trait in relation to personnel does not always relate
to the goals of the organization, and is often focused on individual goals.

An important issue in promoting competitive aggressiveness within the enterprise
is to indicate the right motives for competition, which should be the improvement of
one’s own competitive position, and not lowering the position of other entities.
As indicated by Tjosvold et al.”*, the stronger the incentive to get rid of others, the
less constructive the competition will be.

Many people like to compete and pick out potential opportunities, so competition
may be based on intrinsic motivation. It has been found that taking action voluntarily
results in greater commitment to achieving the goal, pursuing the best, and a tendency
to set goals higher than required. Internal motivation is related to an interest in
competitiveness, and a person participating in competitive activities, internally
motivated, enjoys the competition itself, which is a reward in itself**’.

Risk Taking

As the concept of entrepreneurship developed, risk-taking has become an integral
part of it*®. People who are more risk-averse become entrepreneurs and those who
are more risk-averse become employees®”. Interest in the construction of risk began
in the 1940s, when Knight suggested that risk was an important part of business>'.

Most generally, risk can be defined as the potential occurrence of an adverse
event™'. Risk refers to such concepts as: uncertainty, danger, hazard, threat,
probability of not achieving the goal or the effect that took place when the decision

was made?®.
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To be successful with EO, companies typically need to take up new, riskier
alternatives, even if that means a shift away from methods or products they have
developed in the past. The risk arises in a situation where the entrepreneur knows
a set of possible solutions and knows the probability of various results of his actions,
both positive and negative, which allows him to make informed business decisions®*.
Entrepreneurial activities such as innovation, new venture and strategic renewal
involve significant risks as time, work and resources must be invested before their
returns are recognized®*,

Risk is of particular importance at the strategic level as an inevitable element of
running a business. In the strategic management literature, risk is understood as the
uncertainty related to the sources of macroeconomic environmental (political,
regulatory, social and instability) and organizational variables (strategic choices,
behaviors, interactions) affecting the performance of the enterprise, in conditions of
incomplete information about these variables. The definition of risk in strategic
management differs significantly from that adopted in economics or finance®. From
a management perspective, risk is defined as being close to the uncertainty in the
organizational context, viewed from the perspective of the future (ex ante). Strategic
management looks at risk related to human and organizational interactions, and also
covers environmental impacts and changes™*.

According to Ivascu and Cioca®’, due to the significant potential impact of risk
factors on the company’s results and the impossibility of its full control by the
company, risk analysis is an important aspect of strategic management of the
company, which includes a number of activities in this area, collectively referred to
as risk management: risk identification, risk analysis and assessment, defining
intervention priorities in order to reduce and prevent risk, control and monitoring of
undertaken actions. Today, risk management is becoming an extremely important
management issue, and the ability to identify threats and adapt to the turbulent
business environment becomes a key success factor for enterprises™®.

In practice, all business activities involve a certain degree of risk. However, in the
context of entrepreneurial orientation, such risk is not a hazard but rather it is
moderated and calculated. Thus, risk taking does not relate to extreme and completely
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uncontrolled risky undertakings, even though the consequences of an action cannot
be fully understood®’. Therefore, it seems that the risk related to economic activity
should be of medium range®*. Risk calculation is the most important consideration
in virtually all business decisions.

Risk taking as a dimension of EO is in many respects linked to innovation and
being proactive®®'. Proactivity prompts the organization to take advantage of market
opportunities and new solutions. An organization’s approach to risk taking can lead
to creative and innovative ideas, which in the long run offers the chance of economic
success®*?. However, too high an intensity of the proactivity-innovation-risk-taking
relationship may be associated with the probability of a negative relationship between
the environment and business success, and additionally requires continuous
investment in resources and an effective risk management system?®*.

Risk-taking is not as deeply exposed at all organizational levels as the other
dimensions of entrepreneurial orientation. The literature in this area focuses on the
multilateral aspects of risk taking, but primarily in relation to the entrepreneur
or management. We are talking about risk that is taken in order to benefit the
organization, and not about personnel risk taken by employees in an attempt to
achieve individual benefits.

The personality of the entrepreneur plays an irreplaceable role in risk taking.
According to Dvir, Sadeh and Malach-Pines** entrepreneurs choose a form of
economic activity that demonstrates consistency between their distinctive personality
traits and the requirements of success. In their further activities, they also tend to
manage the enterprise using their strong specific features, among which there is often
a tendency or preference for risk?”’. It should be noted that entrepreneurs perceive
risk differently when they evaluate the enterprises of other people than when it comes
to their own enterprises. In the first case, they adopt an external perspective which
takes into account general statistical regularities. However, when they assess the

2 DeepaBabu K.G., Manalel J. (2016), Entrepreneurial Orientation and Firm Performance: A Critical
Examination, IOSR Journal of Business and Management, Vol. 18(4), pp. 21-28.

240 Willebrands D., Lammers J., Ha J. (2012), 4 Successful Businessman is Not a Gambler. Risk Attitude
and Business Performance among Small Enterprises in Nigeria, Journal of Economic Psychology,
Vol. 33, pp. 342-354.

241 Chen H.L., Hsu C.-H. (2013), Entrepreneurial Orientation and Firm Performance in Non-Profit
Service Organizations: Contingent Effect of Market Orientation, The Service Industries Journal,
Vol. 33(5), pp. 445-466

242 Wagener S., Gorgievski M., Rijsdijk S. (2010), Businessman or Host? Individual Differences
between Entrepreneurs and Small Business Owners in the Hospitality Industry, The Service Industries
Journal, Vol. 30(9), pp. 1513-1527.

243 Hussain J., Ismail K., Akhtar C.S. (2015), Linking Entrepreneurial Orientation with Organizational
Performance of Small and Medium Sized Enterprises: A Conceptual Approach, Asian Social Science,
Vol. 11(7), pp. 1-10.

24 Dvir D., Sadeh A., Malach-Pines A. (2010), The Fit between Entrepreneurs’ Personalities and the
Profile of the Ventures the Manage and Business Success: An Exploratory Study, Journal of High Tech-
nology Management Research, Vol. 21(1), pp. 43-51.

245 Kozubikova L., Zoubkova A. (2016), Entrepreneur’s Attitude Towards Innovativeness and Compet-
itive Aggressiveness: The Case Study of Czech Micro-enterprises, Journal of International Studies,
Vol. 9(1), pp. 192-204.

59



chances of success of their own ideas, they adopt an internal perspective, in which
general statistical regularities are of secondary importance, and only factors related
to their own abilities, skills and efficiency are taken into account. This evokes
optimism towards own projects at a much higher level than in the case of similar
projects, but undertaken by other entities®*®. A “biased” analysis focusing on the
positives and minimizing the negatives, with limited experience and knowledge,
encourages the entrepreneur to take risks that are in practice excessively high®"’.

In research on risk management, the most important element in relation to social
sciences is managerial decision-making®*. Risk-taking falls to the owner and top
managers, who are responsible for the company’s profits and losses, and refers to
decisions such as: introducing a new product, entering a new market, hiring more
employees and investing large amounts of resources in a risky venture’”. Both
entrepreneurs and managers calculate the risk, but in the case of managers who are
not entrepreneurs it is lower than in the case of entrepreneurs themselves. Entrepre-
neurs have a more optimistic view of their business and show high confidence when
it comes to achieving benefits compared to employed managers®’. While the
entrepreneur sets business patterns that reflect his entrepreneurial orientation and has
the ability to make decisions under conditions of uncertainty, non-entrepreneurial
managers tend to be more risk averse®'.

Enterprise risk management does not work equally across all organizational
cultures®2. The implementation of risk management depends on the willingness to be
open, share knowledge and experience, and develop group work in relation to the
company’s management and employees®. Therefore, if we want to talk about risk-
taking by the company as a dimension of entrepreneurial orientation, the perception
of risk and the propensity to take risk for the benefit of the organization must also be
transferred to lower levels of the organizational structure, although it seems that it is
possible to a lesser extent than in the case of other dimensions of entrepreneurial
orientation.
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When analyzing the risk in relation to employees, it can be concluded that
entrepreneurial units are more involved in situations characterized by the risk of
potential losses. It is enterprising employees who play an important role in initiating
new ventures, often in the face of opposition from employers®*. It emphasizes
activities such as undertaking organizational activity or ventures without the consent
of the senior management, striving to exploit opportunities beyond the currently
controlled resources, questioning the current status quo, etc. Intrapreneurs take more

risks than the average employee, but not as big as the founding entrepreneur®”,

Innovativeness

The innovativeness of economic entities is one of the most frequently discussed
topic in management. Innovation means the ability to create, absorb and implement
innovation”®. Innovation is indicated as one of the key sources of competitive
advantage, next to architecture, i.e. a network of connections with other entities,
reputation and material and intangible strategic resources®’. Innovation is a way
of harnessing humanity’s creative potential for survival, progress and wealth
building®®. Innovations are a necessity and a specific reaction to the intense transfor-
mations of markets and customer behavior, which forced organizations to introduce
new or improved solutions in their products, services and processes>”.

There are two approaches to defining innovation. In the first one, innovation is
approached as a process. Cavagnoli*®® defines innovation as a process of creative use
of knowledge, transformation of knowledge possessed by an organization or acquired
from the environment into new products, services or processes. The second trend
emphasizes the result of innovation, i.e. new solutions. Kozubikova and Zoubkova*®'
indicate that innovation reflects the tendency of economic operators to promote new
ideas, new experiments and creative processes that may trigger new products,
services or technological processes. Innovation is understood as introducing
significant changes that improve the products and services of a given organization,
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its processes, procedures and business model, thus providing new value to
stakeholders®®.

Currently, innovation is indicated as one of the main paradigms of modern
enterprise management, next to knowledge, trust and entrepreneurship, enabling
building a competitive advantage and achieving market success. Hence, the particular
importance of innovation relates to economic entities and is identified with the
company’s willingness to adopt new ideas®®. Innovativeness is generally treated as
a feature (phenomenon, process) conditioning the occurrence of definitely positively
assessed and highly desirable phenomena and processes®*. It refers to the extent to
which the organization creates new, different and unique things and is perceived as
a valuable skill. Innovation covers almost all aspects of the company’s functioning:
organizational structures, communication, relations with staff, IT systems, team
work, relationships with cooperators, relations with clients and public entities?®.
It involves various organizational mechanisms such as experimentation, creativity,
novelty and a tendency to foster new ideas to be competitive in a dynamic business
environment®%,

Active economic units, by generating valuable innovations, move from a passive
position to the position of a market leader, dynamizing the situation in the industry
and creating challenges for other participants of the market game, who must adapt to
the situation created by innovations®’. This innovative approach of the company
distinguishes it from its competitors in the market and ensures unique positioning in
the market.

When referring the concept of innovation to entrepreneurship, it should be
emphasized that the concept of entrepreneurship cannot be disseminated without the
existence of innovations in organizational processes, products or services.
Entrepreneurial-oriented companies will actively seek new paths and focus on
research and development activities, and will empower employees to innovate in
products that create a competitive advantage over market rivals®®. Innovation must
exist regardless of the existence of any other dimension of entrepreneurial orientation.

262 Timmerman J.C. (2009), 4 Systematic Approach for Making Innovation a Core Competency, The
Journal for Quality and Participation, Vol. 31(4), pp. 4-10.

263 Syed 1., Butler J.C., Smith R.M., Cao X. (2020), The Role of Entrepreneurial Passion, Innovative-
ness, and Curiosity in Driving Entrepreneurial Intentions, Personality and Individual Differences, Vol.
157, 109758.

264 Lichtarski J. (2008), O granicach innowacyjnosci przedsiebiorstwa, [in:] Bieniok H., Krasnicka T.
(eds.), Innowacje zarzqdcze w biznesie i sektorze publicznym, Wyd. Akademii Ekonomicznej w Kato-
wicach, Katowice, pp. 313-320.

265 Gonciarski W. (2012), Kapital ludzki w koncepcji Zarzqdzania 2.0, Studia Ekonomiczne, Vol. 110,
pp. 21-28.

266 Ryan J.C., Tipu S.A.A. (2013), Leadership Effects on Innovation Propensity: A Two-Factor Full
Range Leadership Model, Journal of Business Research, Vol. 66, pp. 2116-2129.

267 Nogalski B. (2004), Wybdr paradygmatéw zarzqdzania przedsigbiorstwem przysziosci, [in:] Hejduk
LK. (ed.), Przedsigbiorstwo przysztosci. Fikcja i rzeczywistos¢, Orgmasz, Warszawa.

268 Zortea-Johnston E., Darroch J., Matear S., (2012), Business orientation and innovation in small
medium-sized enterprises, International Entrepreneurship Management Journal, Vol. 8, pp. 145-164.

62



It is a key part of the company’s strategy, and without innovation, we cannot speak
of entrepreneurship at all*®.

The ability to generate and implement innovations depends primarily on the
employment of employees with the appropriate potential of knowledge, skills,
creative abilities and creativity, and the proper organization of their work®”. The
selection of employees with various, complementary qualifications, predispositions
for creative thinking, able to create new solutions both individually and working as
a team, is of great importance here.

Among the numerous determinants of enterprises’ innovativeness, the key
features, attitudes and skills are those that characterize the people managing and
employed in the enterprise. Entrepreneurs and managers, driven by personal
entrepreneurial qualities: creativity, ambition and risk-aversion, have a key influence
on decisions related to innovation. In terms of the human factor, the leadership style
used by decision-makers, integrating employees in the implementation of the
company’s projects and goals, the ability to work in a team, an effective incentive
system encouraging pro-innovation initiatives, an organizational culture favoring
innovation, and the knowledge and skills of all people employed in the enterprise are
also important’”!. Equally important is the climate of an innovation promoting
organization, which emphasizes learning, sharing knowledge, promoting and
expressing new ideas and encouraging a high level of flexibility. The frequency of
occurrence of activities promoting high efficiency of human resources in response to
a changing environment gives the impression to employees that their organization is
trying to support them and cares about their well-being, which leads to an increase in
their level of commitment?’”. An innovative work environment may spontaneously
motivate employees to present innovative behaviors in response to organizational
activities aimed at high human resource efficiency, and perceived as support from the
organization. Moreover, the presence of a strong climate for innovation leads to
a marked increase in the affective commitment of employees®’, which is especially
valuable to an organization, whether it relates to executives or rank-and-file
employees.
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It seems that innovation is the EO dimension that spreads “most widely” in the
organization, permeating all levels and structures. Innovation can be implemented by
both management board members and regular employees. Although the scope of
innovative activities (and resources involved in them) will vary, all activities of this
type lead to building an entrepreneurial enterprise. In this context, promoting
innovative attitudes and behaviors becomes an extremely important element of
strategic management.

The pro-innovative attitude means being focused on constant search and is
a function of personality traits, ambitions, motivation and a strong desire for change
for the better. Individuals with a pro-innovation attitude reject stable norms and rules
of conduct, which they perceive as obstacles on the way to dynamic changes. As
innovation is inherently associated with risk, the condition of a pro-innovative
attitude is a high degree of tolerance of uncertainty, resulting in the satisfaction of
discovering something new outweighing the advantages of being confident in
operating safely on the basis of established organizational rules and procedures®’*.

Both shaping innovative attitudes and encouraging the behaviors in question are
conditioned by the fact that employees willing to innovate and involved in
introducing new ways of carrying out tasks are appreciated and are not punished for
mistakes made during this process, which are an inherent part of high-risk activities.
Tolerance for mistakes becomes the key factor in building an organizational culture
based on innovation*”. An entrepreneurial organization rewards for achievements,
but also analyzes and learns from failures. Such openness enables employees to
intellectually go beyond the sphere of their workplaces, which gives the opportunity
to create new knowledge in the enterprise’’®,

De Jong and Den Hartog?”’ point out that to develop innovation at the employee
level, employees must be both ready and capable of innovating. It is important that
employees recognize the importance of a wide range of skills, knowledge and
behavior in order to operate effectively. When employees are unable to recognize
their own potential, they cannot innovate on it. Employees should be convinced (also
by their superiors) that their potential is valuable for the company, which encourages
them to take up challenges and allows them to find themselves in an environment of
changes. Employees with strong aspirations for a particular idea can convince others
of the value of the idea, find allies and sponsors, and provide the necessary resources

to implement those ideas?’.
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2.3. Entrepreneurial Orientation in Small and Medium-sized
Enterprises

The operation of a small business is most often based on a traditional management
style which maintains that since the owner of the enterprise is the one who started the
business, any change or innovation should be initiated by the owner, not the
employees. However, in order for a small enterprise to survive in a dynamic business
environment, it is indicated that its organizational culture should be related to such
elements as: vision development; encouraging innovation; building an organization
structure for organizational entrepreneurship; developing people for organizational
entrepreneurship; creating entrepreneurial employee teams”. It took on particular
significance in the era of pandemic Covid-19.

The enterprising owner often stands in opposition to the entrepreneurship of the
organization. In the early stages of business, some small business owners may have
a tendency to not free themselves from control and self-management of the
business™. Up to a certain point, they try to get things done on their own, set
strategies and make decisions. Despite its advantages, such as quick and centralized
decision-making and quick reaction to changing situations, in the long run it causes
serious problems with dependence on the leader. These types of entrepreneurs control
and take initiative so much that they do not allow others to take initiative, and the
remaining members of the organization develop dependence on the opinion and
decisions of the leader”®'. Such employees may find that there is no need to take any
initiatives and contribute creatively, which leads to “Traps of control”?*, Later, even
when the entrepreneur decides it is time to give others a chance to take the initiative,
the time-generated dependence on the leader causes employees to feel stressed when
the culture of the organization suddenly changes®*’.

In small enterprises, the founders have a direct influence on the creation of
organizational cultures by embedding their own values, beliefs and assumptions®.
They create cultures by reflecting their own values on an organizational basis.
Although it is the people in the organization that define the organizational culture and
practices, the so-called The “worldview trap” may cause leaders to employ only

people who share similar values and assumptions®’.
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In practice, entrepreneurs may not show a significant propensity to change.
The tendency to prefer protection against change can be due to two main causes:
a sense of ownership or a fear of failure. Small business owners may feel a strong
attachment to the initial business idea they implemented to make their idea
a monument to them™©. This “status quo” trap reduces the company’s strategic
flexibility. A culture that is not conducive to change may also result from the
entrepreneur’s passion for what he does and what is associated with a significant and
valuable identity®’. On the other hand, an entrepreneur “wants” success for his idea
at all costs. The fear of failure in the next steps may appear on the decision-making
path. So instead of trying and testing new strategies, he makes decisions according to
the previous patterns that he owes his success to***. However, if the environment is
too unstable, such as during the Covid-19 pandemic, this may not be enough.

The factor limiting the EO in small enterprises is the over-emphasis on the
individual identity of the entrepreneur, as opposed to the focus on collective identity.
In order to foster an entrepreneurial culture, it is important for entrepreneurs to
emphasize collaboration, shared achievements, teamwork and shared authority
throughout the organization. Group members identify more strongly with the
collective identity of their group if the leader represents the collective identity and is
perceived as the ringleader in the group®®’. Sometimes, however, the entrepreneur’s
identity as the owner of a small business is so overwhelming that he is seen as a hero
and the negative aspects of his actions are ignored as the group thinks biased, agreeing
with the ideas of the leader™".

The size of the company is particularly determining when it comes to human
resource management and organizational change. Human resource management
(HRM) practices change with the size of the organization, but are very limited in the
initial stages of development. Kotey and Slade®' emphasize that in a small enterprise
the implementation of a formal HRM policy lags behind other operational aspects.
Entrepreneurship culture is therefore based on ad hoc solutions, not standards in this
regard. There is a lack of specialized human resource management, poor management
capacity and limited capital resources, as well as endogenous barriers such as reactive
management styles, poor formalization of processes, etc. These deficiencies
contribute to strengthening the climate of organizational uncertainty and chaotic
development in changing environmental conditions®?. In addition, managers tend to
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initiate and follow managerial ideas traditionally associated with large organizations,
which is a cardinal mistake in managing them.

The motives and ideologies informing about the behavior of the owner-manager
are the basis for understanding the management processes in a small, entrepreneurial
company. Individualism and its relationship to unitarism and random behavior is an
important or even defining influence on management and relationships in small
organizations. Orientation to relational informality is permanently built into the
organizational culture of small and medium-sized enterprises®*. The consequence is
that there are rarely any formal policies, such as personnel policies, including those
stimulating organizational entrepreneurship.

Small businesses often base their culture on close interpersonal relationships,
which increases employee attachment and ensures employee engagement, as opposed
to obtaining forced consent through direct control®. Large organizations are
generally more complex in terms of structure, functional and vertical differentiation
as well as the complexity and synchronicity of the management role, requiring
significant formalization of activities. In the case of smaller companies, the rules are
often informal, set and verified on an ongoing basis by the owners. The owners
evaluate the actions of employees on an ongoing basis and individually, deciding on
the “value” of a given entrepreneurial activity*”.

A strong entrepreneurial culture should allow for a certain flexibility of human
resources, also in terms of working conditions. In small organizations, low
employment generates barriers in this regard, as they do not have a great chance for
ongoing changes in the distribution of staff due to its small number and partial
irreplaceability. In smaller enterprises, the manipulation of human resources is done
by owner-managers according to personal circumstances, and a more “formal”
approach only applies to key employees due to the desire to retain their services®.

The style of leadership and management are becoming key aspects for small
enterpreneurial companies, and can also have a significant impact on shaping an
entrepreneurial organizational culture. This is directly related to effective HRM, as
there is a belief that the probability of success can increase if human resources are
properly built and effectively used®’. The ability not only to find competent
employees, but also to motivate and manage them effectively, is extremely important
for the profitability of smaller ventures.

Entrepreneurial culture requires constant learning and training which is important
for improving the performance, stability, adaptability and survival of an organization.
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Organizational learning and systematic training of employees at various levels are
permanently inscribed in the organizational culture of large enterprises, constituting
a kind of “standard”. In small businesses, training is rarely scheduled, short-term,
profit-driven and usually only provided on an ad hoc basis. Increasing the knowledge
and skills of members of small organizations is one of the success factors of
entrepreneurial companies through the innovation initiative generated in this way>”®.
Moreover, in small enterprises, learning tends to take place informally 'in the
workplace’ rather than from structured external and accredited sources. This
approach may respond to the needs of entities with lower employment, where

employee roles and responsibilities are changing rapidly*”.
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Chapter 3

Organizational Flexibility
in the Activities of Enterprises

3.1. The Essence and Definitions of Organization Flexibility

In the literature on the subject, the concept of organizational flexibility (OF)
is very widely described. This is due to the fact that it is a multifaceted and complex
concept that is difficult to explain with a single definition. The multidimensionality
of the concept prompts consideration of organizational behavior from the perspective
of enterprise management. The precursors of research on flexibility in the manage-
ment science literature were Ansoff, his research was continued by, among
others, Carlsson, Sanchez, Volberda, Sushil and Sharma et al.’*®. The concept of
organizational flexibility began to be paid more attention in the management science
literature, along with the growing turbulence in the business environment of
enterprises. The research of Suarez, Cusumano and Fine®”', Dreyer and Grenhaug®*
as well as De Toni and Tonchia®** confirm the complexity of this phenomenon, which
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is related to the adaptation of the organization to changing environmental conditions.
However, in order for the organization to be flexible, it should have specific features
and meet specific conditions that will allow it to react appropriately in a turbulent
environment. In Poland, research was conducted in the area of organizational
flexibility, among others Krupski**!, Kasiewicz’® and Osbert-Pociecha®®. A review
of the literature shows that there is no single definition of flexibility that is widely
accepted. De Toni and Tonchia® emphasize that the difficulty of conceptual
unification of terminology related to flexibility results from its great variability in
terms of applications in the process of the organization’s functioning.

Penc®® points out that, in general, the flexibility of a company can be described
as the ability to initiate and change the rules of the organization in order to better
adapt to the market needs and the requirements of the environment. It is the ability of
an organization to effectively respond to changes, both inside the company and in its
environment. On the other hand, Krupski*” defines flexibility as a specific response
of an organization to the uncertainty of the conditions of the company’s functioning
and the inability to operate the company at present. Reaction to changes in the
environment, treated as uncertainty of action, understood in this case as the ability of
the organization to respond to changes. Both predictable and unpredictable, by
introducing new options for functioning and development®'®. Strabyla®'' defines
flexibility as the ability of an organization to make transformations of the structure
or properties of the system, which are to influence the maintenance or building of the
static or dynamic balance of the company. The definition of flexibility applies both
to the product and to the effective management of material and intangible resources,
which are necessary in the process of quick and efficient implementation of the
enterprise to the environmental conditions®'2.

Thus, the broadly defined organizational flexibility reflects the organization’s
ability to react to various external changes, but also internal ones resulting from the
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organizational specificity of the enterprise®". OF depends on the presence of dynamic

change abilities and the organisation’s responsiveness to facilitate these changes in
a turbulent environment*'*,

In the literature, flexibility has been defined as the ability of an entity to change
the policies, practices or procedures of an organization to quickly and easily adapt to
the diverse and changing environment in which the organization operates®". It is the
ability of the organization to respond effectively to the changing environment.
However, in terms of the subject, it is the sum of the flexibility of individual entities
participating in the life of the organization®'®. OF is treated primarily as an attribute
that helps a company to cope with changes in the environment. Instead of influencing
the environment, the company tries to respond to them by making internal changes®"”.
Thus, flexibility demonstrates the ability of an organization to introduce changes
within it*'®, The original definition of Eppink®'® indicates that flexibility can be
perceived as a feature of an organization that makes the company less sensitive to
unforeseen changes in the external environment*”’ and is able to respond to them. The
organization is in a better position to see the need for change. In turn, Volberda’s**!
definition focuses on the perception of flexibility as a degree of organizational ability
to control the management of an organization. In this case, flexibility is measured by
the ability and speed to respond to environmental changes. Flexibility is similarly
defined by Sharma, Sushil and Jain**2. They define flexibility as the degree to which
an organization has different managerial abilities and the speed at which an
organization can activate these capabilities to improve control of the organization?.

Flexibility is not a static state, but is a dynamic process in which time plays a vital

role in influencing the effectiveness of behavior aimed at organizational flexibility***.
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Changes inside and outside the company, i.e. in its environment, which affect OF,
should not be treated as a threat, but as an opportunity to introduce changes and new
activities on the market®®. At the same time, a flexible organization is one whose
organizational structure and culture enable changes that result from customer needs
and turbulence on the competitive market. These changes should occur quickly,
according to changing conditions**°. Moreover, Verda and Gémez-Gras™’ argue that
organizational flexibility is the main function that enables enterprises to cope with
environmental fluctuations (business environment) and makes the organization
responsive to changes.

Summing up, it can be said that OF can be perceived through the prism of relations
with the environment. In this case, it acts as a filter that buffers the system against
external disturbances resulting from environmental variability, and flexibility acts as
an uncertainty absorber’®. The external turbulences of the environment in this case
are characterized by their extent, frequency, novelty, and certainty or rather
uncertainty. OF is also the degree of control of the organization and its dynamic
effectiveness. Therefore, it can be defined that OF is the ability of an organization to
adapt to the conditions of constant change. The flexibility of activities functions and
mediates between the uncertainty of the operating conditions of the enterprise and the
use of its resources. Therefore, the flexibility of activities affects the appropriate
combination of the organization’s resources, which will positively affect the
functioning of the company under the conditions of economic uncertainty and risk**’.

Organizational flexibility is mainly the ability that enables an organization to
survive in the face of environmental fluctuations. It turns out that the greater the
changes occurring in the organization’s environment, the more it should react to
changes. Within organizational flexibility, the degree of environmental turbulence
represents a variable that is operationalized as the product of the level of dynamism
in the market environment and the degree to which changes are unpredictable®*’.
Flexibility requires changes in the organization, often leading to a temporary change
in the level of activity of the company, which may, due to the volatility of the
environment, become the company’s final activity’'. However, organizational
change is a process that must be accepted by members of the organization at all levels
in order for it to start, and the more adopt a flexible nature. Positive dynamization of
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326 Chajecki A., Krzakiewicz C., Chajecki M. (2012), Elastycznos¢ organizacji a turbulentne otoczenie,
Zeszyty Naukowe Uniwersytetu Szczecinskiego No 737, Finanse, Rynki Finansowe, Ubezpieczenia, No
56, p. 10.

327 Verdi AJ., Gomez-Gras J.-M. (2009), Measuring the Organizational Responsiveness through
Managerial Flexibility, Journal of Organizational Change Management, Vol. 22(6), pp. 668-690.
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changes in the organization, manifested in the flexibility of the organization’s
activities, must be preceded by the identification of new environmental conditions by
comparing them with the existing ones. Only then there is a reaction in the form
of the organization’s involvement in introducing changes. At this point, acceptance
of organizational activity determines organizational activities, or the lack of them™.

Flexible organizations enable rapid identification of significant market changes™*.
This is due to the quick reaction of the organization and the involvement of resources
in new solutions at the right time, therefore the essence of organizational flexibility
is perceived through the prism of adapting to the environmental conditions. The
concept of fit plays a key role in the theory of organizational flexibility, as it is
assumed that the flexibility and adequacy of an organization’s design depend on
environmental turbulence. The organizational flexibility model presenting its
framework can be considered by internal factors resulting from the organization itself
and external factors resulting from environmental variability. At the same time, it
may include the analysis of external institutions influencing the internal and external
practices of the enterprise®*,

OF should be at least two-dimensional, and its basic manifestations should be
the speed of reaction and the degree of adjustment in each of the elements of the
organization separately and in all at the same time, or the degree of coverage™.
The temporal dimension of flexibility manifests itself through:

— adjustment within the time limit, i.e. it determines the efficiency of operation,

— the length of time needed for changes, i.e. it determines the efficiency of operation
and the ability to respond to change.

In turn, the scope (scale) dimension manifests itself through:

— anticipated changes — determines the versatility of the organization,

— unforeseen changes — determines the versatility of the organization and good
condition.

The literature shows that apart from the time dimension and the scope dimension,
there are also the purposefulness dimension and the focusing dimension. The time
dimension indicates the length of time needed for the organization’s response to adapt
to external and internal changes. The scale dimension shows the amount of action of
the organization in response to certain and unpredictable changes. The purposeful-
ness dimension indicates whether the organization introduces changes as a result of
anticipating changes in its environment, and thus acts proactively, or whether they
behave reactively, waiting for changes, and then forced to react to the situation.
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In turn, the focus of attention dimension shows whether the organization makes
changes using internal factors resulting from a given organization or external factors
belonging to the organizational environment™.

Sushil®’, considering flexibility in the context of metaphors, proposed assigning
appropriate features to a flexible organization that would distinguish it and affect its
functioning on the market. According to him, flexible enterprises should be
characterized by the ability to survive in difficult business conditions and the ability
to change, while being agile, free and balanced. Flexible organizations should have
autonomy, but at the same time they should be open, which is closely related to their
response to changes. They should be liberal in their approach to management, but at
the same time they should be devoted and consistent in action. These types of features
give companies an advantage that can have a manifestation in flexible organizational
activities. On the other hand, Evans**® emphasizes that flexibility is associated with
numerous features that can be called efficiencies, because they allow, among other
things, the mobility and adaptability of an organization, as well as the organization’s
ability to modify and improve. These types of features make organizations
characterized by dexterity and fluency in market operations. Organizational agility
affects the performance of the organization in relation to the provision of products
and / or services, the activities of related organizations and plays an important role in
relation to customers, business partners33°.

A review of the literature shows that an ideal flexible organization is characterized
by specific features:

— the first group of features is the ability to keep up with changes in the environment
and develop faster than competitors,

— the second group concerns the efficient system of getting to know customer
opinions and quick response to their expectations,

— the third group of features is related to decision-making processes in the
enterprise, which should be short and characterized by a flat structure,

— the fourth group of characteristics is related to the company’s employees, who
should be used to the flexibility of the organization’s activities, i.e. to changes.
Brilman** emphasizes that a flexible organization is one in which both the

organizational structure and organizational culture allow it to quickly adapt to

changing conditions, including customer needs and the requirements of market
competition. Ng and Dastmalchian®', when defining organizational flexibility,
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emphasize that this type of entity should be characterized by fewer rules and
regulations, which, as a result, will allow freedom in acquiring and getting rid of
employees, assigning employees to various tasks and allowing freedom in their
remuneration. In this aspect, organizational flexibility is perceived as the adaptation
of the entire organization to the changing environmental conditions, without
distinguishing its specific, changing areas.

Flexibility as an organizational feature may therefore result from the nature and
connections in organizational structures. It can be pointed out that flexibility in this
case may result from**:

— modular structure of the organization — flexibility results from the organizational
form of the enterprise, in a situation where individual elements of the structure
create separate units,

— personal characteristics of the person managing the enterprise, which are
particularly strongly related to the nature of activities in the organization,
including the tendency to change, lack of internal regulations, which more often
applies to small enterprises that do not have typical organizational structures,
shaping internal relations in the organization that determine organizational
behavior, and shape the organizational culture,

— frequent changes, which is certainly not conducive to strategic continuity and
efficiency, but at the same time it is the simplest possibility to achieve flexibility,
specificity of operations, which is related to the fact that some market niches or
even industries require constant flexibility in introducing changes resulting from
particularly high volatility of the environment.

Another feature of a flexible organization is, as previously mentioned, a flexible
organizational culture. In general, organizational culture serves to eliminate
organizational ambiguity of behavior, which in turn affects the proactive behavior of
all employees in the organization. Having an organizational culture influences the
formation of patterns of behavior resulting from the environment and the organization
itself**. On the other hand, a flexible organizational culture means that most
managers care for employees, customers and shareholders. A flexible organizational
culture is related to the basic values of the company, among which one should
distinguish the appreciation of people and processes that result in favorable
organizational changes. Among the activities supporting the development of culture
in flexible organizations, one should mention, among others, selection of innovative
employees, taking into account the creative ideas of employees, training creativity,
allowing and participating in risk taking, benchmarking*.

The literature indicates that the features of a flexible organization include, first of
all, the ability of the organization to change, i.e. keeping up with changes in the
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environment, which causes the company to develop faster than the competition. This
should be related to a short decision-making process, i.e. with a flat organizational
structure and a low degree of formalization in the organization. At the same time,
a flexible organization should quickly respond to customer expectations, which is
tantamount to having an efficient system of obtaining customer opinions. So the
enterprise does not change only as a result of adapting to changes in the environment,
but as a result of customer expectations and changes in the environment™*.

A feature of a flexible organization is also the diversification of activities and
redundancy of resources. Resource redundancy is, in addition to diversity and
monitoring, a necessary condition for an organization to be flexible**. Resource
redundancy is a response to “organizational slack”. It is the creation of an excess of
resources in the company, which at the same time is characterized by diversity, thanks
to which the company can efficiently and relatively quickly react to the changing
environment, simultaneously creating new products or services, and sometimes even
new market needs*"’. “Organizational slack” allows organizations to distract from
situations they will not cope with anyway, but it allows them to focus on expansive
thinking and often risky and innovative ventures that have the potential to bring
immeasurably large benefits**®. The latest literature shows a resurgence and interest
in the concept of “organizational slack’>*

On the other hand, diversity in the aspect of flexible organization is perceived as
the company’s ability to create various productions in terms of assortment, and it is
a feature attributed to flexible organizations. The decision on the quantity and type
of manufactured products should be made by managers / owners of companies, taking
into account the economic and non-economic conditions of production. Diversity
allows the organization to choose such a production option that will guarantee
the company to achieve the best financial results. The company’s behavior on the
market can then be perceived as flexible, resulting from changing environmental

conditions®®.
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OF is determined by employees and knowledge, and the greatest impact on
improving flexibility has, among others, human resource management®'. This is
confirmed by the conclusions of some researchers who claim that learning from
an organization can strengthen a company’s ability to recognize opportunities,
successfully run new ventures, and achieve continuous adaptation to its
environment®>, It can be assumed that learning organizations are distinguished by
a higher level of organizational flexibility compared to organizations that do not
increase their knowledge®”. This reasoning reinforces the considerations about
learning organizations that, having a dynamic ability, can quickly adapt to changing
conditions. In this case, the ability to learn enables the company to modify itself in
such a way as to continue production (effectively and/or efficiently) and to effectively
offer its products/services to the relevant market segments®*. Therefore, it can be
concluded that the learning factor should be among the features of a flexible
organization. Learning allows the organization to introduce the learning factor into
the goals and vision of the enterprise, which can ultimately influence the
organizational culture that strengthens the learning environment®. The higher
effectiveness and efficiency of the learning organizations’ operation results from the
very fact of learning. To meet the increased demand for organizational flexibility
caused by market volatility and uncertainty, enterprises require flexible organiza-
tional boundaries, appropriate structures, and proper management of information
processes™™.

In addition, flexible organization can be attributed to the characteristics of an
organization in motion, as the continuous process of adapting to changes in the
business environment can be seen as a continuous movement of the organization®’.
An organization in motion should be characterized by certain features, which include
the ability to analyze the environment of the organization, including market
conditions and the internal situation in the company, to find oneself in an environment

31 Kasiewicz S. (2009), Zarzqdzanie elastycznoscig w przedsiebiorstwach produkcyjnych w Polsce —
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with a high level of uncertainty related to changes and to deal with them. It is also
typical of an organization to keep the company in the youth phase, which from a life
cycle perspective will allow it to maintain enthusiasm, zeal, energy and creativity.
Therefore, there are no significant differences between the features of a flexible
organization and the features of an organization in motion, as continuous adaptation
to the environmental conditions makes the organization “move” on the market.
The movement of the organization is made in order to improve the level of
competitiveness and market needs that a flexible organization is to meet**®.

A review of the literature on organizational changes shows that flexibility is one
of the dynamic possibilities thanks to which the organization can counteract and react
to changes in the environment®’. Thus, OF is one of the elements, perhaps even the
most important, for the success of a company in a turbulent environment.
Undoubtedly, however, organizational change considered through the prism of
organizational flexibility is one of the basic conditions for both the development and
survival of the organization®®. This situation applies in particular to the crisis
conditions for the development of enterprises. Understanding the necessity to make
changes allows you to overcome the crisis thanks to the ability to adapt to changing
environmental conditions®".

At the general level, OF is difficult to identify and unambiguously grasp due to
the fact that it is subject to a continuous process of conceptualization. Organizational
variability of an enterprise occurs in different places of the organization and with
different intensity and scope®®. The contemporary turbulence of the environment,
resulting from the speed of changes taking place in the competitive market
environment, means that OF can be treated as an organizational necessity at a given
moment and place of the organization. The understanding of organizational flexibility
is facilitated by theories of control systems, thanks to which a company operating in
the market has the opportunity to respond to changes resulting from competitive
volatility. It follows that enterprises, controlling their competitiveness against the
environment, are able to flexibly introduce appropriate changes. In stable environ-
ments, flexibility is not a serious option to achieving organizational control. Stable
environmental conditions with infrequent and predictable changes increase the
likelihood of identifying critical variables and allow for the development of plans.
However, in extremely turbulent environmental conditions where changes are
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frequent and radical, organizations that choose the planning option can easily lose the
ability to adapt to the changes that occur. Therefore, it turns out that the best
alternative in this case is the option of organizational flexibility, which requires from
it a high reactivity (control) of the organization and managerial skills. OF is therefore
the result of the interaction between the organisation’s controllability or responsive-
ness and the dynamic controllability of management. The reactions occurring in
the organization should be in balance, however, they are not substitute reactions, but
complementary ones, which should complement each other. Thus, flexibility is
a function of the interaction of two sets of management variables, and OF is a function
of management control ability and organizational variability’®.

Summing up, the review of international literature shows that the essence of
organizational flexibility is based on principles®**:

— flexibility is a specific buffer for today’s highly competitive enterprise
environment;

— flexibility is the ability to react to changes;

— flexibility is the ability to cope with both precarious and predictable environments;

— flexibility is a reflection of organizational sensitivity;

— flexibility is the possibility of adaptation (not only the necessity to adapt);

— flexibility is an organizational attribute increasing the chances of survival,
development and success;

— flexibility is an instrument to reduce uncertainty and risk,

— flexibility is a feature of modern organizations.

The combination of dynamic possibilities that give the enterprise flexibility can
be viewed in the form of a hierarchy in the capability to change®®. The capability
hierarchy has grades where only changes to normal procedures are recorded for the
first level, but successive levels of capability are based on activities related to
extending objectives, procedures, and modifying current routines**’. The capabilities
of OF can at this point mean changes above the first degree, that is, more than changes
to the normal procedures of the organization. Possible changes are then based on the
existing organizational structures and the main goals of the organization and result in
the ability to change the size and combination of activities or to introduce operational
flexibility.*®’ In turn, the highest levels of flexible change may include higher types
of change®®, which reflect the ability of management to reconfigure the company’s
resource set more fundamentally, adjust organizational structures and even change
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the nature of organizational activities®®. Thus, at the highest level of dynamic
possibilities, there is strategic flexibility (SF)*”’, which is characterized by great
variety and high speed, and structural flexibility characterized by low speed and great
variety. At the entry level, there is operational flexibility (OF) which has high speed
and little variety. Conversely, at the level of normal procedures, there are only steady-
state activities that are slow and varied. The hierarchy of dynamic capabilities is
reflected in the hierarchy of flexibility types, ranging from steady state flexibility
(zero routine — lowest level) to operational flexibility, structural flexibility and
strategic flexibility. The different kinds of flexibility are distinguished by the speed
of reaction and the variety of possibilities associated with each type of change

resulting from the dynamics of the environment®”".

3.2. Dimensions of Flexibility in the Activities of Enterprises

The division of organizational flexibility and the distinction of kinds and types of
flexibility is necessary both in scientific research and in the practice of enterprise
management. The classification of flexibility affects organizational goals and
managerial decisions that determine the behavior and functioning of the company on
the market’%.

The company’s flexible response to unexpected changes in the environment is
critical when it comes to influencing organizational responses. Therefore, in the
process of organizing a company, especially in crisis situations, on the one hand,
organizational discipline should be ensured, consisting in observing the rules when
creating organizational structures and processes, and on the other hand,
organizational agility should be allowed, which will be expressed in creativity,
improvisation and ability to adaptive®”.

The multifaceted nature, definition diversity and interdisciplinary nature of
determinants influencing flexibility do not allow for its simple division. The kinds
and types of flexibility distinguished in the literature result from the specificity of the
organization, its activities, intentions, as well as internal and external conditions
included in the business environment. The essence of OF shows that it is difficult to
express it unambiguously by assigning constant criteria of division. This is mainly
due to the multidimensionality of the phenomenon, in which causes and effects are
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intertwined with simultaneous flexibility at various organizational levels*”*. Modern
organizations have to cope with internal and external conditions that result from
the company's business environment, therefore the simplest division of OF is
distinguished by external flexibility and internal flexibility*”.

Internal flexibility of the organization (IFO) is defined as the ability of the
organization’s management to adapt to the requirements of the business
environment’’® and constitutes a protection (buffer) against the negative effects of the
company’s environment’’’. Changes in the environment make the organization
flexible, and as a result, it can be described as stable. Instability is the result of lack
of flexibility or over-flexibility, so flexibility is the middle stage between stiffness
and over-response’”®. This type of flexibility is considered in the internal dimension
of the enterprise and includes the set of the organization’s ability to compete®”. IOF
is the organization’s ability to cope with the variability of internal resources,
including production of goods, provision of services by the enterprise, but also
management style, quality management, organizational culture and climate, and
relations between organizations, including relations with partners®. Thus, internal
organizational variability can have a positive as well as negative impact on the overall
flexibility of an organization.

External flexibility of the organization (EFO) is defined as the management’s
ability to influence the external environment, making the company less sensitive to
changes in the business environment®®'. External flexibility is the organization’s
ability to actively influence the environment, thus reducing the organisation’s
sensitivity. This is based on a more liberal approach, which implies that there is
a “loose” strategy that can be adjusted differently to the environment. External
flexibility can influence the organization’s defense actions as well as offensive
actions®® and is considered through the prism of external flexibility requirements, as
well as through the sources of competitive advantage®™. An efficient and successful
business needs an external flexibility strategy to meet unexpected changes in market
competition and customer needs. This strategy covers all market sectors and is
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constantly evolving in the changing market environment®®!. EFO can be achieved
defensively or offensively. Defensively by introducing to the market an appropriately
diversified product and/or service®® that is sufficiently diversified to minimize the
negative effects of the economic environment. Offensive, however, by introducing
the company to the appropriate market in which the company will be successful.
Offensive external flexibility is more elusive and more difficult to implement in the
organization compared to the defensive one, but it maximizes the chance for
innovation in the organization®*.

The literature review shows that the organizational flexibility can be considered
for the enterprise as for the entire organization or refer to the elements of the
organization, while the flexibility of individual elements of the organization affects
the flexibility of the entire enterprise. The complexity and ambiguity of the
phenomenon of organizational flexibility forces its perception from the perspective
of the logic of partial flexibility. Such an approach influences a more precise
presentation of the company’s flexibility, and at the same time getting to know it,
which is possible thanks to the use of a system approach. The logic of partial
flexibility has advantages such as affect the precise capture of the degree of flexibility
of the company, resulting from the functions, processes, resources and areas of the
organization®®’,

When looking at partial flexibility, it is worth paying attention to the division
proposed by Dixon, Nanni and Vollmann®**, where partial flexibility result from
where a given flexibility can be exercised. Thus, the partial flexibility related to
quality, distinguishing the flexibility of materials and the flexibility of production
(flexibility at the output), consisting in the ability of the enterprise to manufacture
various products in accordance with the quality level requirements. Flexibility is
related to the product, where we can distinguish the flexibility of a new product, i.e.
the possibility of introducing new products quickly and at relatively low cost, or the
flexibility of modification, i.e. the possibility of modifying existing products.
Flexibility related to the service, in this case, we can distinguish delivery flexibility,
i.e. the ability to change the content of the order or its date, volume flexibility, i.e. the
ability of the company to change the production quantity in total, or mixed flexibility,
where it is possible to modify various products in a given period with limited costs
additional. In turn, cost flexibility is related to the ability to change factors such as
materials, labor, and capital used in the production process.
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In the literature on the subject, a mixed typology is adopted, which in turn is
consistent in terms of one variable, such as the production phase, the purpose of the
change, the level of analysis or the time horizon. This type of distribution of
flexibility reflects the horizon of vertical logic. The vertical (or hierarchical)
classification of flexibility concerns the degree of detail of the analyzed object. In
this case, flexibility can be estimated for individual resources (micro level) or the
whole system (aggregate flexibility or macro level)*®.

Thus, the concept of mixed flexibility appears here, which can be considered
through the prism of the entire organization capable of changing to the environmental
conditions. The variability in individual areas of the organization may be one-off or
continuous, depending on the adaptation needs. It can take place suddenly and/or with
a time shift, but in general terms it can be called mixed flexibility. Moreover, in
different parts of the organization or at different stages of its development, there may
be different varieties of organizational flexibility.

International literature increasingly recognizes that strategic flexibility of the
organization (SFO) is a critical organizational competence necessary to achieve and
maintain a competitive advantage and achieve high entrepreneurial performance.*”
The company’s ability to implement a variety of dynamic capabilities in response to
environmental changes is reflected in the combination of flexibility and especially in
the level of strategic flexibility®'. Changing the company’s strategy is an attempt to
change its relationship with the business environment. An attempt to change may
cover the entire enterprise or selected elements of its strategy**>. The organization’s
perception of strategic phenomena for the changes introduced in the enterprise results
from the need to “meet” the changing environment. Such activities allow companies
to respond to changing conditions without being surprised*”. Dreyer and Grenhaug™*
emphasize the growing importance of strategic flexibility as a source of entrepre-
neurial advantage in highly competitive, uncertain and dynamic markets. Strategic
flexibility also includes the ability to quickly identify market trends and respond to
new market needs™”. Flexible enterprises have the ability to react based on unused
resources that can be mobilized when needed, which is especially valuable in

developing entrepreneurial activities™*.
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The positive relationship between environmental dynamics and enterprise
strategic flexibility stems from the fact that organizations can use strategic flexibility
to actively counter market uncertainty. SFO refers to a company’s ability to react and
adapt to environmental changes. One of the most important factors influencing
strategic flexibility is therefore environmental dynamism. Companies operating in
a dynamic and rapidly changing environment must create strategic flexibility to gain
a sustainable competitive advantage®”’.

The research results presented in the literature show that the degree of strategic
flexibility is positively related to the degree of strategic change. Strategic flexibility
is positively influenced by the size, timeliness and integrity of information in the
enterprise’”. Research on strategic flexibility focuses on three interrelated aspects,
these are resource flexibility, process flexibility and strategic options®”. In terms of
resources, flexibility is limited not only by the level of resources, but also by the ways
in which the enterprise exploits resources. Flexibility requires an organization to have
access to flexible resources*® and the flexibility to coordinate these resources
towards alternative uses. This perspective suggests that the organization must have
access to flexible resources and be able to flexibly coordinate these resources in
alternative applications to create a range of strategic options. Process flexibility is
related to the fact that strategic flexibility emphasizes the flexible use of resources
and reconfiguration of processes, enabling companies to gain a competitive
advantage in turbulent markets. In this sense, strategic flexibility can help an
organization achieve the full potential of its key resources when used together in
a process system. Conversely, a strategic view of options, which focuses on dynamic
opportunities that enable enterprises to identify, create and maintain options, is
intended to include flexible perspectives on resources and processes. A business unit
has the ability to be strategically flexible only if it is able to build and implement an
optimal set of strategic options along the strategic paths of the organization.

SFO creates benefits for the organization. It turns out that companies with
strategic flexibility tend to have flexible resources and diverse portfolios of strategic
options, which enable them to plan big changes in market activity®'. Strategic
flexibility enables enterprises to perform better in a dynamic and competitive
business environment*”. Firms with strategic flexibility tend to be more effective in
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managing economic and political risk by proactively responding to market threats
and opportunities. Strategic flexibility is therefore a critical organizational
competence that makes enterprises more active. Therefore, flexible organizations can
analyze changes in the environment and business environment and take advantage of
the opportunities created by dynamic conditions*®. Moreover, strategic flexibility is
essential to the company’s growth. Tamayo-Torres, Ruiz-Moreno and Verda**
believe that the long-term growth of the organization is supported by a continuous
process of acquiring new sources generating an increase in the level of market
competition. In addition, SFO can increase the company’s innovation. Innovation is
the most important source of competitive advantage. This is because innovation can
result in new products that better meet customer needs, can improve the quality of
existing products, or reduce the manufacturing costs of products that customers
expect’®. The concept of strategic flexibility determines the ability to take various
actions in response to environmental changes**, and as such it reflects the presence
of dynamic abilities in the company*”’. Strategic flexible capabilities make it easier
for management to change the nature of activities and are linked to the goals of the
organization or the environment*®. Implementing flexible opportunities requires
changing strategies and tactics to adapt to rapidly changing markets. Moreover,
strategic flexibility can potentially contribute to the growth of differentiation
strategies and cost leadership strategies, enabling the enterprise to avoid the trade-off
between them in offering high-quality products and services at low cost™®.

A literature review provides evidence that SFO is critical to creating value in

operational and production strategies, including*":
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— mass personalization,

— time of product launch on the market,
— operational excellence,

— lean manufacturing,

— stock variety.

Positive results in these organizational areas improve the company’s productivity,
and thus are an opportunity to reduce production costs. The results of international
research show a positive correlation between the flexibility of an enterprise and its
performance, which suggests that achieving flexibility may be the beginning of
implementing cost leadership in an organization*''. Moreover, SFO increases the
positive impact of technological possibilities on innovation. The literature confirms
that the impact of technological capabilities of enterprises on innovation depends on
strategic flexibility*'?. Given this view, it is possible that strategic flexibility can
either strengthen or weaken the relationship between product innovation and market
orientation, and also strengthen or weaken technology orientation*.

The SFO covers both the operational and tactical domains as it is a long-term
perspective of flexibility that emphasizes the company’s managerial ability to
identify, generate and maintain a variety of strategic options while responding to
environmental changes and market uncertainty*'*. In a highly uncertain and changing
environment, managers must use strategic flexibility to respond to changes. However,
maintaining strategic flexibility is not an easy task for managers in a dynamic and
volatile environment. There are some barriers to strategic flexibility, such as:

— organizational inertia,

— advanced age of the organization,

— size of the organization,

— low level of management skills,

— low organizational and social culture.

These features make it easy to make mistakes in the organization management
process, and maintaining strategic flexibility in this case is very difficult.

The operational flexibility of the organization (OFO) or the so-called a company’s
routine maneuverability consists of procedures that are based on the organisation’s
existing structures or objectives*®. This is the most common type of flexibility and
refers to the number of activities rather than the types of activities undertaken within
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the organization. These procedures are primarily operational and reactive in nature'.
Kasiewicz"” points out that OFO concerns both the decision-making level of the
organization, i.e. decisions made on an ongoing basis in the enterprise, and the
functional level of the organization. This involves the identification, evaluation and
measurement of flexibility and includes the improvement of flexibility through
planning or control in the enterprise. The flexibility of the enterprise requires changes
that are necessary and often lead to a temporary change in the level of activity of the
organization. In the case of operational flexibility, however, there is no significant
shift in the relationship between the organization and its environment. Operational
flexibility ensures, above all, a quick reaction to already known changes. Such
changes usually lead to atemporary, short-term fluctuation in the level of the
company’s activity. Although the diversity in the environment can be high, the types
of combinations are reasonably predictable such that an organization, based on
experience and extrapolation, is able to develop certain procedures to reduce this
uncertainty'®,

In the strategic management literature, operational flexibility is also referred to as
production flexibility*'?, since this type of organizational flexibility has been
perceived as a basic feature of production systems at some point in time. In the
context of production systems, this type of flexibility usually refers to the ability of
the system to deal with change*”’. This definition of flexibility does not in itself
explain what it means to “cope” with change, but many researchers imply that it tries
to develop the meaning of “coping” in terms of the producer’s ability and his response
to changes in the organization’s environment**',

Thus, the definition of productive flexibility combines two aspects, on the one
hand it is the ability of the company to change or the ability to react, on the other
hand this type of flexibility is associated with a relatively low time shift, low cost of
change and quite low effort of the company.

OFO influences the timely fulfillment of customers’ expectations and require-
ments as to products or services offered*”?, and the operational response of the
company to changes in the environment, called quantitative flexibility, allows for the
production of an appropriate amount of products based on the resources held, without
incurring additional negative costs that arise as a result of changes in the planned
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production of the company*®. Operational response also allows for the production of
a variety of production, adapted to changes in the environment, and at the same time
not having a negative impact on the company’s performance*”. The existence
of operational flexibility in the enterprise gives employees greater autonomy in
carrying out day-to-day duties, which leads to greater productivity, while increasing
employee satisfaction at the same time. The simultaneous occurrence of operational
flexibility and time flexibility has a positive effect on employee relationships and
motivations*”. Since OFO typically responds quickly to changes, it typically leads to
temporary fluctuations in the company’s operations. The purpose of operational
flexibility is to maximize efficiency and minimize risk in a volatile market. In
summary, examples of internal operational flexibility are:

— diversification of the production volume in the organization,

— inventory building,

— maintaining overcapacity in terms of financial resources.

In turn, external operational flexibility can be achieved by focusing on certain
peripheral activities or using temporary workforce to adjust the size of the resources
and workforce to the market situation.

The literature distinguishes between the elements of coverage, mobility and
uniformity of operational flexibility. Scope refers to the ability to provide a large
range of a change dimension, which can be represented as the number of possible
actions within the scope. Mobility refers to the ability to deliver change, which can
be measured by time or at the cost of the change, and refers to management activities,
and uniformity indicates the similarity of organizational performance in terms of the
change made*. The scope of operational flexibility represents the extent of a flexible
response in terms of the full utilization and diversity of an organization’s resources
used, while mobility and homogeneity represent the flexibility to respond, largely
reflecting the company’s ability to act to reduce the cost and reconfiguration time
needed to introduce a new product or services to the market*”’. Moreover, the
mobility and uniformity of flexible response in the case of operational flexibility is
largely determined by the coordination abilities of the enterprise*.

Operational flexibility is of particular importance in the case of multinational
companies. Research shows that the ability of this type of organization to be
operational increases the company’s efficiency. In this case, operational flexibility
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becomes a key factor influencing organizational effectiveness*”. OFO becomes
strategic and enables enterprises to coordinate and delegate resources in such a way
as to make the best use of them and contribute to the greatest possible improvement
of the company’s results**’. Operational flexibility influences the optimization of
production through organizational changes, including changes in the spatial structure
of the enterprise and the possibility of total or partial transfer of some of its activities
within the production network, i.e. international transfers are created®'. Therefore,
due to this specificity, OFO is also of particular importance in the case of enterprise
networks. This applies to groups of enterprises that are characterized by close links,
including corporate systems**?.

Functional flexibility of the organization (FFO) also seems to be important from
the point of view of goals and tasks in the organization, which, as shown by empirical
research conducted by Michie and Sheehan***, has a significant impact on innovation
and creativity in the workplace. Therefore, the area of the personnel function and
work flexibility significantly affects the efficiency of the enterprise and its level of
market competitiveness. Functional flexibility includes a flexible scope of work,
flexible working conditions that affect the fact how long work is performed, which is
directly related to the flexibility of the number of hours worked, flexibility in
scheduling hours, flexibility in the number of working hours, flexibility in arranging
hours (when it is performed work) and flexibility of the workplace (place of work)
and flexibility in the use of leave. In addition, functional flexibility covers the
development of employees, including training, as a result of which their qualifica-
tions and competences are raised**.

In summary, organizations offer different types of flexibility in working
conditions, such as compressed working weeks, flexible worksharing and working
time, part-time work, with the most common and applied practice of flexibility,
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in this case, being the workplace and working time**. A flexible workplace, or

teleworking (remote work), includes working away from a traditional office or at
home, as well as virtual work using information and communication technologies. In
turn, flexible working hours, the so-called flexible working schedule, allows
employees to choose working hours under certain restrictions by the organization**.
In addition, the FFO related to the flexibility of the personnel function and work
flexibility influences the actions of employees in connection with the need to combine
work with family life*’.

Work flexibility is defined as all formal and informal activities relating to policies
and practices that give people the choice of when and where the work will be
performed*®. Work flexibility gives employees the opportunity to choose when,
where and how much time work-related tasks will take. This type of solution has
many advantages for the employees themselves and for the entire organization®”.
Moreover, employees who had flexible working conditions indicated a higher level
of job satisfaction as well as greater commitment and identification with the
organization. This shows that this type of activities in the field of FFO bring more
benefits compared to the costs associated with such activities in the enterprise**.

Flexible working conditions are encountered at different levels of the organization
and can therefore take many forms. One of them is, for example, outsourcing, i.e.
work for subcontractors, which allows companies to reduce the costs associated with
employing employees on the basis of an employment contract. At the same time, the
use of this method allows you to find qualified employees who, employed in
competing companies, provide services to clients. It is a clever method of flexible
work organization, because subcontractors often provide services in many
companies, so adjusting to the requirements, they regulate the time and often the
scope of work, and thus the remuneration. Some employees may also be employed

435 Galinsky E., Bond J.T., Sakai K. (2008), National Study of Employers, Families and Work Institute,
New York; Coenen M., Kok R.A.W. (2014), Workplace Flexibility and New Product Development Per-
formance: The Role of Telework and Flexible Work Schedules, European Management Journal, Vol.
32(4), pp. 564-576.

436 McNall, Nicklin J.M., Masuda A.D. (2010), 4 Meta-Analytic Review of the Consequences Associated
L.A. with Work-Family Enrichment, Journal of Business and Psychology, Vol. 25(3), pp. 381-396; Krél
M. (2014), Elastycznos¢ zatrudnienia w organizacji, Wydawnictwo CeDeWu, Warszawa, pp. 33-38.
437 Cabrera-Suérez K., De Sad-Pérez P., Garcia-Almeida D. (2011), The Succession Process from a Re-
source- and Knowledge-Based View of the Family Firm, Family Business Review, Vol. 14(1), pp. 37-48;
Kalyani M., Prakashan Sahoo M. (2011), Human Resource Strategy: A Tool of Managing Change for
Organizational Excellence, International Journal of Business and Management, Vol. 6(8), pp. 280-286;
Azar S., Khan A., van Eerde W. (2018), Modelling Linkages between Flexible Work Arrangements’ Use
and Organizational Outcomes, Journal of Business Research, Vol. 91, pp. 134-143.

438 Maxwell G., Rankine L., Bell S., Mac Vicar A. (2007), The Incidence and Impact of Flexible Working
Arrangements in Smaller Business, Employee Relations, Vol. 2, pp. 138-161.

49 Hill 1.E., Grzywacz J., Allen S., Blanchard V., Matz-Costa Ch., Shulkin S., Pitt-Catsouphes M.
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full-time on a permanent basis by the parent company and only have short-term
contracts with their partner company. This flexible arsenal of employees could be
implemented to a minimum or maximum extent depending on the needs of the
organization, helping it to cope with changing market conditions, competition,
downturns and increases in demand*"'.

When it comes to flexible working conditions, the organizational approach is
recognized as having a significant impact on company practices. Managers can have
a positive impact on work flexibility, creating an organizational culture focused on
supporting this type of practice**>. On the other hand, managers may oppose such
solutions in the organization or limit flexibility to the extent desired by employees.
The research shows that flexibility of work and working conditions in smaller
enterprises, where a small number of employees are employed and where the
company’s resources are limited, may be insufficient due to personnel limitations or,
for example, seasonality of production*”. Nevertheless, decisions on hiring or firing
employees, in light of the volatility of the company’s environment, should be made
taking into account the value of flexibility in human resource management in the
organization**,

The idea of flexible organization suggests that the enterprise is flexible in terms
of its adaptability to expansion, contraction or changes in the market environment.
This situation is accompanied by flexible forms of employment, including fixed-term
contracts, temporary contracts, seasonal contracts, etc. In many cases, such flexible
forms of work are nothing new and have been used more and more over the past
decades, which has resulted in a fundamental change in the nature of the work. Such
flexible work influences the working conditions of employees and at the same time
creates the need for a higher level of education and development, as well as increased
autonomy and responsibility beyond the routine training required by standard
company regulations*?’. At the same time, flexible working conditions have a positive
effect on organizational effectiveness, job satisfaction, reducing conflicts resulting

441 Lipinska-Grobelny A. (2014), Zjawisko wielopracy. Psychologiczne uwarunkowania i konsekwencje,
Wydawnictwo Uniwersytetu Lodzkiego, £6dz, p. 58; Koltarz D. (2007), Ekonomia rynku pracy, Prace
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The New Spirit of Capitalism, Verso, London, pp. 217-218.
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from combining work and family life**®. Sometimes work flexibility becomes
a necessity to meet environmental challenges, e.g. as happened in the Covid-19
pandemic.

3.3. Flexible Activities in Small and Medium-sized Enterprises

Flexible adaptation of enterprises in the form of a quick configuration of
operations to market changes, at this point, becomes an opportunity for the
development of small and medium-sized enterprises, and taking advantage of this
opportunity allows for the perception of market opportunities. Flexibility of operation
therefore means that entrepreneurs flexibly modify plans or decisions in a continuous
manner, adapting to the changing circumstances of the company’s operation*’.
Unfavorable business environments nowadays even require organizational flexibility
from SMEs, i.e. the ability of the company to keep up with changes in the market and
to react quickly to unpredictable and unexpected market conditions*®. Flexible
activities of the organization affect the most important areas of the organization that
have a significant impact on its functioning. In the areas of enterprise operations,
flexibility comes in various forms, affecting the enterprise’s operations in many areas
at the same time. In the areas of flexible activities of the organization, the following
are distinguished:

— flexibility of the production organization system,
— operational flexibility,
— individual flexibility.

On the other hand, in the areas of strategy, flexibility of actions determines the
competitive advantage, reduces the uncertainty and risk of action, and enables agile
strategy development.

This indicates that the essence of organizational flexibility should be perceived
through the prism of its kinds and types, which do not eliminate each other in the
process of the company’s operation on the market*”. International research shows
that the more flexible an organization becomes in various areas of its activity, the
better it reacts to changes in the overall environment*’. Flexible companies become
creative, innovative and agile. All these activities are performed within the
organizational and coordination processes of the organization. Therefore, in a rapidly

46 Cech E.A., Blair-Loy M. (2014), Consequences of Flexibility Stigma among Academic Scientists and
Engineers, Work and Occupations, Vol. 41(1), pp. 86-110; Maruyama T., Tietze S. (2012), From Anxi-
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changing business environment, flexibility is a competitive advantage that enables
small and medium-sized enterprises to face both threats and inherent opportunities in
an uncertain future and in unstable circumstances. It took on particular significance
in the era of pandemic Covid-19.

Flexible activities in the small and medium-sized enterprises within new ventures
affect the better use of opportunities, strengthen the company and affect better
connection and use of the organization’s resources. Flexible entrepreneurs usually
abandon ineffective solutions in favor of new solutions and combinations. Flexible
enterprises have a better chance of deliberately creating, extending or modifying their
knowledge, which allows them to process knowledge in the most effective way, while
leading to higher innovation in changing environmental conditions**'. Flexibility as
a sub-dimension of operational efficiency refers to taking advantage of unforeseen
conditions of the business environment and focusing on non-compliance with formal
rules and planning of the entrepreneurial process*”.

The flexibility of the small organization depends on the behavior of the
entrepreneur, who in the case of an organization is a leader. Kanter’s concept of
entrepreneurial behavior in a dynamic environment is related to the personality model
of an entrepreneurial person. This concept boils down to the statement that in
changing conditions, entrepreneurship is an entrepreneur who implements the “4F”
principle, that is:

1) Focus — focuses on the concept of business and its management;

2) First — is the first in responding to changes resulting from the organization’s
environment;

3) Fast —is fast in the process of adapting to changes in the environment;

4) Flexibility — that is, it is flexible in its activities.

Flexibility in this case concerns thinking and acting within the framework of the SME

operation*”. The fulfillment of the above requirements is the starting point for the

formulation of the organization's strategy in the process of the overall creation of

entrepreneurial resources in order to gain a competitive advantage**.

Flexibility at the level of the entire organization is difficult to identify and
unambiguously grasp due to the fact that it is subject to a continuous process of
conceptualization. In this case, the organizational variability of the enterprise occurs
in different places of the organization, with different intensity and scope™”.

The contemporary turbulence of the environment, resulting from the speed of
changes taking place in the competitive market environment, and resulting from the
Covid-19 pandemic, means that the flexibility of the company may be treated as an
organizational necessity at a given moment and place of the organization. According

45! Kamasaka R., Yavuzb M., Karagullec A.O., Agcad T. (2016), Importance of Strategic ..., op. cit.
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to Volberda®®, the understanding of organizational flexibility is facilitated by

theories of control systems, thanks to which a company operating in the market has

the opportunity to respond to changes resulting from the volatility of the competitive
market.

Due to the place where flexible activities occur, individual partial elasticities can
be distinguished, related to e.g. with*’:

— quality, we can distinguish here the flexibility of materials and the flexibility of

production (flexibility at the exit), consisting in the ability of the enterprise to

manufacture various products in accordance with the requirements as to the
desired level of quality;

— a product, where the flexibility of a new product can be distinguished, i.e. the
possibility of introducing new products quickly and at relatively low costs, or the
flexibility of product modification, i.e. the possibility of modifying existing
products;

— service, in this case, we can distinguish delivery flexibility, i.e. the ability to
change the content of the order or its date, volume flexibility, i.e. the ability of the
company to change the production quantity in total, or mixed flexibility, where it
is possible to modify various products in a given period with limited additional
costs;

— costs where there is factor flexibility related to the ability to change factors such
as materials, labor and capital used in the production process.

In the face of constant change, the management of small and medium-sized
enterprises requires great internal freedom to facilitate transformation, including
renewal or transformation of existing structures and processes. The relationship
between structural flexibility and strategic flexibility is supported by the theory of
Sanchez and Mahoney*®, who argue that by facilitating loose coupling between
organizational units, modularity in organizational design can reduce the costs and
difficulties of adaptive coordination, thereby increasing the strategic flexibility of
enterprises, which is essential in their response to environmental changes. Various
organizational forms should be combined, shaped in such a way as to give the
organization a flexible shape, so that small and medium-sized enterprises will have
the appropriate functions necessary to manage projects and innovations, including
various types of flexibility. Moreover, with regard to decision-making and
communication processes, it should be stated that organizations must configure their
internal systems so as to facilitate the introduction of changes resulting from
environmental turbulence®”.

The increase in the pace of changes in today’s markets along with the constant
fragmentation of customer requirements make adaptability the basic condition for
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competing*®. It turns out that the company’s ability to react quickly to changing
competitive conditions affects the development of the organization and allows it to
maintain its competitive advantage*®'. Thus, flexibility gives small and medium-sized
enterprises the ability to effectively control the external environment, and the more
areas of a company’s activity are controlled, the better the company’s competitive
position on the market*®,

In the case of uncertainty on the market, the competitive advantage of enterprises
requires organizational agility, which can be created by proactive activities,
organizational flexibility, quick adaptation to turbulent environmental conditions, as
well as the organizational learning process*®. Among the characteristics of an agile
organization, there are, among others, quick and comprehensive introduction of
changes, quick replacement of products in order to exceed the expectations of
recipients (customers), decentralization of power and decision making at the level of
task teams. Agility is an important factor influencing the competitive advantage
among small and medium-sized enterprises due to the competences, strategies and
behavioral characteristics of this group of companies*®. This is due to the dynamic
skill and ability to achieve a competitive advantage, which is often a response to
threats arising from the environment*®. Organizational agility is based on the
concepts of management theory relating to the success of companies in a turbulent
environment that changes dynamically*®, strategic flexibility and market orientation.
It follows that flexibility refers to the ability of an organization to move from one task
to another, adapt to and respond to changes, while organizational agility demonstrates
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and Behavioral Sciences, Vol. 230, pp. 142-149; Yusuf Y.Y., Gunasekaran A., Musa A., Dauda M.,
El-Berishy N.M., Cang S. (2014), A Relational Study of Supply Chain Agility, Competitiveness and
Business Performance in the Oil and Gas Industry, International Journal of Production Economics,
Vol. 147, pp. 531-543.
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the speed of detecting and responding to changes in the business environment*".

The concept of organizational agility has its roots in two terms: adaptability and
flexibility. Adaptability is perceived through the prism of reaction, and flexibility
through the prism of proactivity*®. Agile organization is a term that is commonly
used to describe enterprises that are able to function and grow in the rapidly changing
conditions of the business environment*®, and the main aspect of agility is the
company’s ability to respond to change'®. Summing up, when reviewing the
literature on organizational agility, it should be emphasized that agility is the ability
to react, competences, flexibility and speed, but in terms of the skills of the members
of the organization. Efficient employees in an agile organization are capable of
sensing, perceiving and anticipating changes, competent, efficient, knowledgeable
and empowered, flexible in action by achieving various goals, and their responses to
changes should be proactive and quick*”".

Therefore, taking into account market competition, the flexibility of small and
medium-sized enterprises should be considered as a set of flexible activities of the
organization that lead to achieving a competitive advantage on the market*”. The
complexity and ambiguity of the phenomenon of organizational flexibility forces its
perception from the perspective of the logic of partial elasticities. Such an approach
influences a more precise presentation of the company’s flexibility, and at the same
time getting to know it, which is possible thanks to the use of a system approach. This
logic of partial elasticities has advantages that include affect the precise capture of
the degree of flexibility of the company, resulting from the functions, processes,
resources and areas of the organization*”,

Therefore, the key distinguishing factor for flexibility is the fact that flexible
competences in the hands of small and medium-sized enterprises, considered as
internal competences, are focused on ensuring appropriate organizational processes.
This affects the ability of enterprises to achieve other types of flexibility, which
increase the capacity of the organization as a whole*™*. Thus, having flexible skills
and flexible activities in one area positively influences the growth of flexible skills
and activities in other areas of the organization, which makes the organization
generally more flexible, i.e. its activities are more adapted to changing environmental
conditions.
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OF, as a changeability of operation, thus enables small and medium-sized
enterprises to survive in changing environmental conditions, in which an efficient,
though rigid enterprise could “die”. Moreover, it turns out that enterprises can survive
and develop well without showing a particularly high level of flexible activities,
while too high a level of flexibility displayed by organizations may not positively
correlate with the right direction of the organization’s development. Organizational
efficiency and flexibility together drive the development of enterprises in turbulent
business environments, but this hypothesis cannot always be confirmed in a stable
environment.*”

It can therefore be assumed that the dynamic organizational abilities necessary to
implement changes and the organization’s ability to react in order to facilitate these
changes in a turbulent environment determine organizational flexibility at all levels
of the small and medium-sized enterprises’ operations. Also, the measurement of the
company's flexibility level is possible by assessing the level of ability and speed of
reaction to environmental variability. The extremely difficult situation in the
environment of the SMEs, the volatility of operating conditions, especially in the time
of the Covid-19 pandemic, confirms Sushil’s*’® statement that the company’s
flexibility is affected by its ability to survive in difficult business conditions and the
ability to change, with agility, freedom and balance at the same time. Determining
the ability to quickly identify, react and act allows to determine the level of
organizational flexibility of a company operating in a turbulent environment.
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Chapter 4

Case Study in the Sector of Small
and Medium-sized Enterprises

4.1. Research Methods

Management sciences are classified as relatively young sciences, however, like
other disciplines, they are subject to methodological rigor, and their area and thematic
scope are determined by leading theories and concepts, the assumptions of which can
be empirically verified””’. This makes it necessary to constantly raise scientific
standards for management sciences in terms of both concepts and language,
accumulation of knowledge, development of research methods, but also subjecting
the created theories to the rigors of empirical verification.

The nature of management sciences as quickly updating sciences requires constant
research efforts to verify established theories and concepts, because accepting the
invariability of once established regularities would be a significant abuse here.
Problems in the field of management sciences should be solved by scientific methods,
quantitative or qualitative. Especially in the face of exploratory and descriptive
problems, it may turn out that quantitative methods are insufficient to explain their
essence, conditions and causes of their occurrence or course. Then, qualitative
research methods are used, which allow to “capture” nuances or new determinants of
economic phenomena and processes.

The advantage of qualitative research is to start research without specific
assumptions or hypotheses, as they can limit conclusions and lead to a biased
interpretation of data. At the initial stage, only the research problem is formulated
and potentially important variables are identified. At the same time, you should avoid
thinking about relations between variables and a possible theory*’”,

Intensive development of qualitative research methodology within management
sciences increases the interest in using the case study method. The main task of case
study is to analyze processes in their specific context, because no social phenomenon
can be fully understood if it is analyzed in isolation from the environment in which it
occurs. On the basis of the collected information, the case study method enables an

4Cyfert S., Dyduch W., Latusek-Jurczak D., Niemczyk J., Sopinska A. (2014), Subdyscypliny
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in-depth analysis of the studied problem, presentation of its specificity, interaction

with other elements of the organization or its environment. The development of the

case study theory is most often inductive. Being able to explore issues in depth in

a specific context means that theory development can occur by systematically

combining detailed evidence*”.

Case study allows you to understand both how organizational processes and
people’s behavior affect the context and how the context affects the processes and
behavior of people in the organization**. The qualitative case study method is seen
as adaptable, which makes it flexible. The methodology used in the study is shaped
by the study design, personification and selection of techniques. This method is
versatile - it can involve one or more companies, groups of employees, or individuals
operating in or near the organization. Case study is also very successfully used in
intercultural research, the primary goal of which is to understand phenomena
occurring in a different cultural context. Hence, case studies for organizational
phenomena are often conducted as comparisons for two or more countries, selected
according to the indicated criteria.

There are three basic types of case studies*®:

— Exploratory — they usually constitute an introduction to further research and help
in formulating research questions and hypotheses. It can be said that they are “pilot
studies” that allow to define the area and define the procedure of the actual
research.

— Descriptive — focus on an in-depth description of social phenomena in their
specific context, and not on seeking cause and effect explanations.

— Explanatory — requires the presentation of a theory that will guide the data
collection process and allow for problem selection and prioritization during data
collection. All types of case studies can use both single cases and cover many
cases. An exploratory case study provides theoretical testing opportunity that uses
rich quantitative and qualitative data*™. It allows to establish cause-effect
relationships and is the basis for building nomothetic theories*®.

Classifying case studies in terms of content, one can talk about linear-analytical
cases, where we deal with the division of case studies into thematic chapters
according to specific problems and chronological chapters, where the analysis takes
place in a time system*®,

The choice of the type of case study directly reflects the purpose of the study.
While a single case study is aimed at analyzing and describing a single case, multiple
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pp. 323-333.

480 Kozuch A., Marzec 1. (2014), Studium przypadku jako strategia badawcza w naukach spotecznych,
Zeszyty Naukowe WSOWL, nr 2(172), pp. 32-44
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case studies seek to generalize. A single case study can provide a lot of valuable
information, but it is not possible to decide on the basis of a single case what is unique
to the phenomenon under study and what is common to others and to generalize the
results of the study. The study can be “strengthened” by adding another case that will
be the opposite of the first, but still not a basis for generalization. A better solution is
to use a multiple case study in which cases are replicated, which strengthens or
extends the emerging theory. Two types of replication can be used — lateral
replication or theoretical replication. Lateral replication will achieve the same results,
and theoretical replication of different results, but for known reasons*®.

The selection of cases for the study is deliberate, and the selected cases should
show both the similarities and differences in the phenomena studied and their context.
The selection of subsequent cases increases the reliability of the results**. It should
be emphasized that generalizing both the results of single and multiple techniques is
a theory, not a population. Numerous case studies reinforce the results by gathering
confirmation of the quality of the theory.

It is difficult to find unambiguous and commonly accepted criteria for assessing
the quality of case studies in the literature. A good case study meets all the
methodological requirements for conducting empirical research. It seems that case
studies are characterized by an insightful way of thinking and appropriate preparation
of evidence so that it leads to the right conclusions, and careful and thorough
consideration of alternative explanations**’.

When selecting interviewees for interviews, one should certainly follow the
principle of credibility, examining which sources maximize the reliability and
accuracy of the results. The researcher identifies a population of subjects to be tested,
and then must determine the details of selecting samples from that population. The
respondent selection stage is crucial to the credibility of the research, and selection
in qualitative research is all the more important as the researcher has more control
over the selection process than most other factors in the study design. The selection
is therefore deliberate, and the researcher decides on the type of purposefulness,
among others typical case sampling, critical case sampling, criterion sampling and
extreme or deviant case sampling*®®.,

It should also be emphasized that the methodology does not determine the size of
the comparative sample for researchers in multiple case studies, because regardless
of the number of repetitions, it is not possible to transform the case study into
macroscopic research®®. Numerous case studies only enable the seeker to analyze
data in different circumstances and in different situations. The choice of a specific
case as a potential research object must be dictated by a critical look at the indicators
related to the analyzed population and the preparation of a specific typology of the

45 Yin R.K. (2003), Application of Case Study Research ..., op. cit., p. 5.

486 Kozuch A., Marzec 1. (2014), Studium przypadku jako ..., op. cit.

47 Yin RK. (1994), Case Study Research: Design and Methods, Sage Public, Thousand Oaks, pp. 161-164.
488 Brounéus K. (2011), In-depth Interviewing: The Process, Skill and Ethics of Interviews in Peace
Research, [in:] Hoglund K., Oberg M. (eds), Understanding Peace Research: Methods and Challenges,
London, Routledge, New York, pp. 130-145.

4 Sy Diop K. A., Liu E. (2020), Categorization of Case ..., op. cit.
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population based on the available parameters relevant to the research process. The
very selection of cases in qualitative research, not being statistical or personal, should
be made on the basis of the theory on which the researcher wants to support his
considerations*”.

Case study uses various methods of obtaining data for analysis, incl. documents,
archival materials, interviews, direct observation, participant observation, physical
subjects.

One of the most frequently used methods in case study research is an interview,
i.e. a qualitative research method used to learn facts, opinions, attitudes, and the
attitude towards the problem of a given community. A characteristic feature of
qualitative interviews is the possibility of getting to know what is unobservable,
access to the perspective of the respondent who, through open questions, provides
data in his own words*"'. The material obtained in this way allows for the analysis of
systems and relationships between phenomena. The interview is subjective, but it
allows you to obtain a lot of valuable information that could not be obtained using
another method, e.g. a survey*”. Interview in social sciences is understood as
a process during which the interviewer tries to influence the respondent by means of
the questions posed and thus prompts him to solve the research problem. It is also
worth noting that the interview is one of the research methods that allows the
simultaneous use of another method, namely observation®”,

It should be emphasized that the interview turns out to be helpful both before
quantitative research, when we want to develop a comprehensive, good question-
naire, and after quantitative research, when interpreting its results, when it will be
used to deepen and explain the results of previous quantitative research. In the first
case, we are talking about its inductive use to generate new hypotheses or theories by
examining a specific issue in a specific problem. These hypotheses can later be
analyzed and tested in other case studies, comparative case studies, surveys, or large-
scale studies. In the second case, the interview is used deductively to test whether
a theory based on research findings at the social or national level applies at the
bottom-up, individual level*,

There are three basic types of interviews; structured, semi-structured and
unstructured*”.

Structured interviews are fully controlled by the interviewer who formulates the
questions on the basis of the questionnaire, which gives the respondent less room for

40 pizto W. (2009), Case Study as Methods of Research In Economy, Stowarzyszenie Ekonomistow
Rolnictwa i Agrobiznesu, t. XL, z. 5, s. 246-251.
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i mozliwosci zastosowania, Studia Politologica, vol. 23, s. 129-145.
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flexibility and freedom*®. On the other hand, interviews are controlled, but quite
y q

casual conversations that bend towards the researcher's interests.

The middle of the continuum is occupied by semi-structured interviews in which,
prior to data collection, an open-ended scenario is developed based on the focus of
the study in order to obtain specific information and enable cross-case comparisons.
As analysts indicate, this is the most frequently used type of interview in qualitative
research®”’. Like structured interviews, this type of interview also provides an outline
of topics and questions prepared by the researcher*”®. However, unlike the structured
ones, there is no need to strictly follow the pattern here. Their implementation
depends on how the respondent answers the question or topics presented by the
researcher. The facilitators remain open and flexible in order to be able to investigate
the problem in as much detail as possible*”. It is indicated that semi-structured
interviews are an ideal data gathering mechanism for qualitative research®®.

Although the respondent is asked all the questions contained in the scenario, the
interviewer may focus on specific areas in more depth. The scenario in such semi-
structured interviews serves as a guide, while allowing for creativity and flexibility
to “catch” details that would not be visible in quantitative research. The interview
scenario should therefore anticipate potential threads that may appear during the
interview, and not be characterized by detailed “written out” questions with potential
answers™"".

The interview scenario includes prepared questions, guided by specific topics in
a coherent and systematic way. Interview scenarios vary from highly structured to
relatively loose, however they all serve the same purpose of ensuring a uniform
thematic approach to the interview. It allows the interviewer to modify the style, pace
and sequence of questions, as well as obtain answers in the respondent’s language,
which gives the researchers a chance to understand how the interviewees perceive the
social world under study>*.

With the above in mind, it can be seen that deepening the interview, so valuable
for qualitative research, is only possible in the case of unstructured or partially
structured interviews. An in-depth interview is an open, discovery-oriented method
that is well suited to describe both processes, states, and outcomes from the
perspective of a target group or key stakeholder. The purpose of such an interview is
to get to know the respondent’s point of view, feelings and perspectives in-depth.

4% Stuckey H.L. (2013), Three Types of Interviews: Qualitative Research Methods in Social Healthy,
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Contrary to secondary sources or questionnaire research, an in-depth interview gives
the researcher a first-hand account of the research question. Based on such
information, it is possible to understand more deeply and draw conclusions about
what the theoretical concept actually means for those who experience it™*.

Taking into account the scientific considerations on the methodology of
qualitative research, it was decided to conduct multiple case studies in two countries
— Poland and Ukraine. In each of the countries, 4 case studies will be carried out,
which will give a total of eight cases. The population in the research is the sector
of small and medium-sized enterprises, classified in accordance with the
Recommendation of the European Union Commission of May 6, 2003 on the
definition of micro, small and medium-sized enterprises (2003/361/EC). For the case
study in each country, it was decided to select 2 small enterprises and 2 medium-
sized non-financial enterprises. The selection is random.

Qualitative research is conducted in the form of an in-depth, partially structured
interview. It is assumed that the research is exploratory in nature, and its continuation
in the coming years may be a quantitative survey in the form of a questionnaire.

The case study has been divided into thematic chapters according to specific
problems, and therefore is linear-analytical in nature. The research tool used in
the study is the interview scenario, which has been divided into parts reflecting the
research topics and research problems.

Conducting research is subject to the principle of the continuity of knowledge
development. The dramatic changes in the conditions for the functioning of
enterprises during the Covid-19 pandemic revealed many cognitive gaps, which are
currently being intensively explored by researchers in the field of management
sciences. In relation to this study, the diagnosed cognitive gap manifests itself in the
lack of analyzes of the use of the concept of entrepreneurial orientation and
organizational flexibility to overcome threats, but also to take advantage of
opportunities related to new market conditions in the time of the Covid-19 pandemic,
with particular reference to small and medium-sized enterprises. An additional
component of the abovementioned gap is the lack of comparisons for countries with
different socio-economic conditions, hence the in-depth research conducted in Poland
and Ukraine will allow, on the one hand, a certain systematization of knowledge on
the functioning of the discussed constructs in the practice of small and medium-sized
enterprises, and on the other page, indications of directions for further research in this
area.

The main research goal is: Diagnosis, understanding, description and
explanation of the significance of the influence of entrepreneurial orientation and
organizational flexibility on management in small and medium-sized enterprises in
a pandemic crisis.

Research questions that are planned to be answered on the basis of the collected
and analysed research material are:

393 Brounéus K. (2011), In-depth Interviewing ..., op. cit.
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RQ1: What are the differences in implementation and influence on management of
entrepreneurial orientation in small and medium-sized enterprises in Poland and
Ukraine?
RQ2: What are the differences in implementation and influence on management of
organizational flexibility in small and medium-sized enterprises in Poland and
Ukraine?

An attempt was made to find the answers to research questions during in-depth
interviews conducted in 2021 among 8 SMEs in Poland and Ukraine.

4.2. Case Study in Polish and Ukrainian Small
and Medium-sized Enterprises

Case stuay 1 (PL1S)

First company that participated in the study with the use of in-depth interview
method was a Polish company providing services in the field of building insulation
and roofing services. The company employs 32 people, so due to the size of its
employment, it has been classified into the group of small enterprises. The company
declares that employment levels have not changed during the Covid-19 pandemic,
which is due to the fact that the company is still doing relatively well in the market.
The owner of the company declares that there has been no negative change in the
company’s turnover, which results from the constant number of orders, new contracts
and agreements. Moreover, according to the owner, the entire industry represented
by the surveyed company did not suffer the negative effects of the pandemic. The
construction industry was practically not quarantined or closed, so the contracts
signed by the surveyed company had to be implemented on time. This situation
pleases the owner of the company and he sees a development opportunity for his
company in the time of the Covid-19 pandemic.

By making an in-depth analysis of the entrepreneurial orientation of the surveyed
company, it can be concluded that the company’s employees are not really
entrepreneurial. The lack of entrepreneurship among employees, according to the
owner of the company, results from the industry in which the company operates. In
this industry, professionals, i.e. construction workers, do not have to be creative, but
should perform their duties diligently. According to the entrepreneur, creativity in
positions such as bricklayer, plasterer or painter interferes with the performance of
specific orders, but such an opinion does not seem correct. In addition, employees
should perform work in accordance with the accepted requirements and legal
regulations, which also hinders creativity in this type of work station. According to
the entrepreneur-owner of the company, the Covid-19 pandemic did not affect the
attitudes and entrepreneurial actions of the company’s employees, which was not
required of employees. In fact, it can be assumed that such actions on the part of
employees were sporadic and often accidental. In the history of the company, there
have been situations (twice) when employees organized (proposed) additional,
sometimes quite large, orders for the company. In such a situation (quite rarely), the
company’s employees were rewarded with financial bonuses. Financial bonuses were
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paid together with the salary, and according to the owner of the company, they were
the only motivators increasing the entrepreneurial orientation of employees. At the
same time, it is declared that the broadly understood entrepreneurial orientation of
the employees of the surveyed company improves economic results, but it is not
affected in practice by the situation of the Covid-19 pandemic.

The conducted research has shown that the company’s employees do not have
autonomy, that is, they cannot take actions freely and independently with limited
ownership supervision. The firm’s owner declares that in the industry in question,
and in positions in his company, it is not even possible, and all decisions should be
approved by the owner of the company. Only the superiors of groups of employees,
the so-called foremen have, to a limited extent, autonomy in terms of contro. Their
task is to control working time and observe the working hours of their subordinate
employees. According to the owner, a contraindication to the extension of autonomy
is the performance need in compliance with good building practice, which may result
in the client not accepting the order and in financial losses. However, this approach
requires constant supervision, which affects additional costs in the company. The
period of the pandemic did not affect the level of autonomy of actions as a dimension
of the entrepreneurial orientation of this company.

In the next step of the research, the business owner surveyed declares that his
employees are not proactive. These types of activities, i.e. the constant search for
opportunities to stay ahead of the competition by predicting future demand, are the
sole responsibility of the owner of the company. The entrepreneur emphasizes:

“An employee should not be enterpreneurial, but only follow the boss’s

orders. Entrepreneurship is only the owner trait.”

An employee performing basic tasks, such as painting or plastering, cannot
introduce changes to the order fulfilment process, because the company must strictly
supervise the duties entrusted to it. However, being proactive is also about
anticipatory actions, solving problems that often arise when performing construction
services, but also anticipating customer expectations, hence a negative approach to
proactivity is not fully understandable. The owner clearly states that the Covid-19
pandemic did not affect the level of proactivity of the employees of this Polish small
company surveyed.

Employees of the examined small company, according to the owner, do not show
any propensity to take risks, and this applies to all employees. Moreover, the owner
of the company does not expect such behaviour as a manifestation of entrepreneurial
orientation, because the nature of the services provided in the company requires their
implementation in accordance with guidelines, procedures, and good practices, so
there is no possibility of taking risky actions or departing from a previously defined
course of action. The Covid-19 pandemic has not influenced risk taking in the
company, according to its owner, which is due to the fact that the company does not
record lower turnover in the pandemic era. The owner of the company speculates,
however, that the prolonged pandemic and disruptions in the industry may give rise
to risky actions for the company in the future.
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The conducted research also showed that the employees of the surveyed company
do not show innovation behaviours, which, according to the owner, would be
appreciated. Proposing new techniques for the implementation of construction works
and more effective solutions would certainly translate into the economic results of
the company. Innovation can also relate to the organization of work itself, and the
use of bottom-up information should certainly be used by the company. The Covid-
19 pandemic also did not change the attitudes or behaviours of innovative employees,
the more so as the company is not adversely affected by the turbulence of the
environment caused by the pandemic.

The tendency to intense direct competition with competitors in order to achieve
a better position and eliminate some of the competition from the market, i.e.
competitive aggressiveness, according to the business owner, appears among the
employees of the surveyed company. Aggressive behaviour, however, refers to
specific and individual cases of competitors operating in the local market. The owner
of the company expects such behaviour on the part of employees, but in accordance
with the contract requirements, especially in terms of the quality of services provided.
The limited potential of the local market requires the company to act to win the client
at the expense of market rivals. The Covid-19 pandemic has not changed the
entrepreneurial orientation in this area.

The changing environment of the surveyed company requires its manager to be
highly flexible, in the opinion of the company owner. It is even a priority in the
company’s operating strategy. Flexible operation, including adapting to market
expectations, is carried out at every moment of the company’s operation. Due to high
market competition, the surveyed company must be flexible. An example of this is
the individual adjustment of the offer to private customers and public institutions. In
the era of the Covid-19 pandemic, the level of flexible activities in the surveyed
company has not changed. The company is highly flexible and adapts to the business
situation of the market all the time, both before and during a pandemic. Nevertheless,
the company currently only executes contracts with private clients, due to much
greater restrictions in the public sector.

In the owner’s opinion, the level of flexible activities of the surveyed company is
influenced by the company’s internal resources. The high level of internal resources
of the company has a positive effect on the level of flexibility as well as the level of
competition in the business environment, and the pandemic has not changed this
relationship.

It turns out that, in his opinion, the owner of the company has adopted a good
strategic direction in his activities, and the high level of flexibility of the company
allows it to adapt to the conditions of even a turbulent environment. This situation
does not require changes, according to the owner’s opinion, the company’s strategy
is well adapted to the resources owned and market expectations.

According to the owner, ongoing identification of market trends is necessary and
implemented in his company. The owner of the small enterprise under study declares
that it has the ability to identify market trends, both in the pre-pandemic and the
Covid-19 pandemic period. The pandemic has practically not changed the company’s
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attitude in this area. However, new trends may force a change in the company’s
profile that the owner does not want. For example, the introduction of new solutions,
for example roofing, would involve the installation of photovoltaic panels, but new
employment and a slight modification of the company’s profile, which in the current
situation of the company is not expected.

Research has shown that the enterprise has the ability to respond quickly to market
expansion or contraction, not only in the Covid-19 pandemic period, but also in the
pre-pandemic period. The response time to market changes has not changed during
the pandemic crisis. These possibilities of the firm result from the high professional
potential of the employed employees. They can perform all duties at all positions in
the enterprise, therefore employee rotation is relatively simple and easy to plan.
During the quarantine period, when some of the employees were ill, the enterprise
did not resign from contracts, as it was able to move an employee from one position
to another without restrictions, without any final loss, i.e. the end result of the service
provided.

It turns out that the owner of the enterprise, not only in the era of the Covid-19
pandemic, sees the need for faster information flow, both outside and inside the
business. Thus, it concerns the flow of information to the firm’s employees as well
as the flow of information with external stakeholders of the enterprise. The flow of
information in the surveyed company was not disturbed, according to the owner,
contact with employees is at a very good level, practically unlimited. The owner
himself, however, had to demonstrate great efficiency in obtaining information on
the current restrictions, state regulations regarding the functioning of the enterprise
in the era of a pandemic and changing market conditions. It was, however, necessary
for the business to remain flexible and indirectly competitive on the market.

The owner of the surveyed firm also declares that the enterprise has not decided
to make changes in the area of the firm’s resources used or the processes being
implemented. Due to the fact that the construction industry was not closed and the
availability of raw materials and products necessary for the provision of services was
still available, the enterprise did not have to change the procedures of contract
execution. The Covid-19 pandemic has also not forced changes in the company’s
organizational structure. The business structure is essentially horizontal and
individuals can quickly and efficiently be transferred to other responsibilities. The
enterprise is headed by the owner and has employees carrying out orders under him.
During the pandemic, neither the scope of employees’ duties nor the number of hours
worked has changed. Of course, this period meant that some of the employees were
in quarantine or on sick leave, but at this difficult time, other employees were working
on their positions.

According to the owner, the high level of organizational flexibility of the company
affects the ability to quickly respond to market needs, and this applies not only to the
market during the Covid-19 pandemic, but also to earlier periods of the its operation.
The enterprise reacts very quickly to the needs of the market, because it is, in a way,
forced to do so. This applies especially to the period of the Covid-19 pandemic, which
forces modern enterprises to be a flexible entity through, inter alia, quick actions,

107



reactions and effective adaptation to changes. The lack of flexibility, according to the
business owner, does not allow to function and compete in an extremely turbulent
and unpredictable environment.

The conditions of the Covid-19 pandemic did not contribute to the introduction of
remote work in the surveyed company, however, it results from the service scope of
activity. This applies to all areas related to the company’s operations, also in the areas
of finance and accounting, which in the times of a pandemic are usually carried out
remotely. Meanwhile, the owner of the surveyed company did not see such a need
and does not plan to introduce remote work in the future.

Currently, no training or courses are organized in the Polish small company that
contribute to increasing entrepreneurship among employees or increasing the
flexibility of organizational activities. According to the business owner, this is due to
the lack of such a need in first place. Summing up, however, the respondent's
statements, it seems that both the area of entrepreneurial orientation and organiza-
tional flexibility should be strengthened by shaping appropriate attitudes and
increasing the awareness of the owner and employees about the benefits of
entrepreneurship and flexibility of activities.

Case study 2 (PLZ2S)

The second surveyed company in the form of an in-depth interview was a Polish
production company dealing in the production of sweets. The company belongs to
the group of small enterprises employing up to 50 people. Employment in the
company has not changed recently, including due to the pandemic situation. When
diagnosing the firm’s situation in the recent period, it should be stated that it has not
changed in terms of the volume of orders, while the owner declares a significant
problem related to human resources. Due to the lockdown situation and numerous
illnesses, there were staffing problems within the enterprise, hence it had to use
additional employees recruited periodically under the contract of mandate or contract
for specific work.

It can be concluded that the overall situation of the enterprise on the market was
satisfactory, as the pandemic had no significant impact on the industry of the
surveyed company. The busienee customers are primarily large retail chains, where
a slight decrease in sales was diagnosed only at the beginning of the Covid-19
pandemic by 5 to 8%.

When trying to make an in-depth analysis of the entrepreneurial orientation of
the enterprise, especially during the Covid-19 pandemic, it should be stated that
the manager declared significant internal entrepreneurship at various levels of the
organizational structure. In particular, the creativity and activity of employees who
tried to respond to the new and difficult pandemic situation were emphasized,
indicating solutions that would ensure the firm’s turnover at the pre-pandemic level.
They were mainly people with long work experience, strongly integrated with
the company, who showed particular entrepreneurship and commitment. Thus, the
Covid-19 pandemic has clearly improved, in the owner’s opinion, internal
entrepreneurship within the enterprise.

108



In order to develop entrepreneurial attitudes and behaviours of employees, the
company tries to appreciate and reward such activities. The company declared
primarily motivating through wage factors, namely additional bonuses for employees,
corresponding to their specific additional efforts. It was pointed out that in the period
before the pandemic, employees were also motivated by non-wage factors, such as
trips, events, meetings outside the company. Due to the current limitations, the
enterprise has to focus on the financial elements of the incentive system while waiting
for a change in the environment.

It should be noted that the business owner is aware of the role of supporting the
entrepreneurial approach of employees and declares that a number of incentives can
increase the entrepreneurial orientation of the organization. Currently, these are forms
of increased wage bonuses, but in the future, they may turn into other solutions that
will intensify the intrapreneurship. At the same time, the role of an entrepreneurial
approach to work is emphasized, when employees were willing to flexibly respond
to the employer’s needs, especially in critical moments of staff shortages, which
allowed to maintain production at the current level. Although the result for the
enterprise was not an improvement in economic performance, thanks to this
approach, the economic performance did not deteriorate. As indicated by the
employer:

“If we met resistance and a wall from people who said they would not work

anymore, we would not be able to produce as much as was necessary.”

At the same time, the employer emphasizes that in the era of Covid-19, such
a level of entrepreneurship of employees seems satisfactory. However, it should be
noted that the indicated level applies only to a certain area of functioning, primarily
work performance. However, there were no other areas of entrepreneurship or
activities that could lead to the development of the company, its modernization
or organizational changes.

Despite the declaration of employees’ entrepreneurship within the company, when
breaking down the entrepreneurial orientation into dimensions, it turns out that the
activity within the individual dimensions of this orientation is not so clearly positive.

Considering the organizational autonomy of staff members, within which they can
undertake free and independent actions, it turns out that the declared autonomy
applies only to middle-level managers (foremen). On the other hand, rank and file
employees are omitted here, even though it is declared that employees often have
the most accurate comments regarding changes that should be introduced in the
enterprise. The willingness to increase the autonomy of personnel in the time of
the Covid-19 pandemic was also declared. The difficult situation encouraged the
enterprise to introduce a system under which they could collect points for new ideas,
improvement proposals or innovative activities. These points are translated into
bonus, and therefore into the salary of employees. This can be considered as a positive
impact of the pandemic crisis, which results in the introduction of permanent
solutions that may be transformed into improved functioning and organization of the
company in the long term.
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On the other hand, in the area of proactivity, where an employee should seek
opportunities to predict future demand, the owner of the surveyed company declares
that he notices and appreciates employees’ initiatives. Initiatives consist in looking
for market innovations and trying to introduce them to the enterprise so that it remains
competitive in a changing market. At the same time, when asking about the change
in the level of proactivity during the Covid-19 pandemic, it was indicated that
employees were taking proactive actions mainly because of the fear that they might
lose their jobs if the enterprise does not survive. It was additionally emphasized that
the staff consists to a large extent of older staff members — over 50, who may have
a problem with finding their way in the labour market. It seems, however, that such
a negative motivation should not be dominant. The enterprise should pay more
attention to positive incentives that drive them to seek market opportunities and thus
bring competitive benefits to the business.

A dimension that this enterprise pays relatively little attention to is risk-taking by
employees. The person managing the company indicates that the industry in which
the firm operates is not particularly risky. For this reason, employees are not expected
to act at risk, even if they are preceded by a rational analysis. However, it seems that
taking risky activities may concern many areas of the firm’s operation, not only the
production area. Attempts at introducing new solutions and improving the existing
ones should therefore be permanently included in the strategic management of the
enterprise. Meanwhile, during the Covid-19 pandemic, the enterprise further
restricted its risk-taking, fearing that the situation might be changable and volatile.

Another area of entrepreneurial orientation is innovation. Organizational
innovation aims to engage in the creation of new ideas, unconventional solutions,
creative activities that may contribute to the creation of new products, services or
technological processes. It turns out that in the case of small enterprises, employees
are not expected to be particularly innovative. It is the owner of the enterprise that
decides about innovations, possibly selected persons (specialists). This is despite the
awareness that innovative activities, for example the introduction of an innovative
product, will directly translate into the economic result of the entity. However, this
awareness is insufficient to encourage employees to undertake innovative activities,
even if employees declare their willingness to do such activities for the benefit of the
employer, thus trying to maintain their jobs in the time of crisis.

The area that can be considered the most neglected dimension of entrepreneurial
orientation in the surveyed firm is competitive aggressiveness. The tendency to
compete directly and intensively with competitors in order to achieve a better position
and eliminate some of the competition from the market is not perceived by the owner
as a proper action. The stable market position of the enterprise does not require
aggressive actions against competition and they are not willingly undertaken, both
before the pandemic and at present, in more unstable market conditions.

In the theory of crisis management, the importance of the flexibility of the
company’s operations is often emphasized. The analysed Polish enterprise is assessed
(self-assessment) as quite flexible, trying to adapt to market conditions on a daily
basis. It manifests itself through a response to the expectations and preferences of
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customers, as well as substitutes for manufactured products that are still being
developed on the market. When assessing the level of flexible activities of the
enterprise from the perspective of the Covid-19 pandemic, the company did not
identify significant changes in this area. Despite the unique situation created by the
pandemic threat, the firm’s activities do not require greater flexibility compared to
the previous period.

The enterprise competes in the business environment on the basis of available
resources, and these resources do not differ significantly from the competition in
a given industry (machine park). At the same time, the pandemic highlighted the
importance of capital-intensive production, which at the same time reduces the risk
of labour shortages. The increasing use of machines is a protection against future
crises, especially those related to human health or ecology.

The surveyed enterprise also noticed the need to introduce specific changes of
a strategic nature. They resulted directly from the epidemiological threat. Stricter
rules in the field of the work system, organization of job changes, as well as the ways
of performing work were a response to the new restrictive requirements.

The flexibility of the enterprise is also manifested in the quick identification of
market trends. This seems especially important in the era of the Covid-19 pandemic.
The surveyed entity indicates that it tries to react quickly to changes in the market,
because delays nowadays certainly cause a lowered profit. On the other hand, the
enterprise is not prepared, as it declares, to react quickly to the expansion or
contraction of the market. Managers declare that the industry does not require it, but
the special situation of recent years should encourage in-depth analysis and
preparation of tools that would help the enterprise find itself in the event of significant
fluctuations in demand and changing customer needs. Meanwhile, in the surveyed
firm, the response time to changes in the environment did not change despite the
pandemic, which provokes reflection.

Organizational flexibility requires a quick flow of information, which is nowadays
one of the basic resources of the enterprise. It is about both the flow of information
within the business and the flow between the firm and its stakeholders. Research has
shown that the internal flow of information has become more intense and shorter in
the pandemic era, as the situation forced almost daily adjustments in the production
process, especially in human resource management. Frequent absences of employees
had to be corrected almost immediately, which required an accelerated flow of
information.

In terms of the flow of information with external business actors, research does
not show a significant change due to the Covid-19 pandemic. The enterprise is based
on the current well-established paths of acquiring information from the environment.
The only groups that can talk about increased and faster information exchange are
the firm’s customers. However, there is no visible correlation between the pandemic
and the flow of information with other stakeholder groups, including suppliers, co-
operators, public or financial institutions.

The surveyed enterprise also did not indicate any specific changes in the area of
resource use. Only human resources had to be reorganized, as numerous absences
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from work forced the recruitment of temporary workers in cooperation with the local
Labour Office.

The flexibility of the business operation is also visible in the area of production
and distribution processes. Based on the interview, it can be concluded that
organizational changes mainly consist in increasing the scope of online
communication through internet platforms. Earlier communication with contractors
on a face to face basis did not turn out to be necessary, and new forms of
communication guarantee both time and financial savings. A significant part of the
processes inside the company also had to be changed due to epidemiological
requirements. Most processes require disinfection, spacing, or the use of disposable
materials. It was possible, however, to be guaranteed within the current
organizational structure of the enterprise.

The area where the greatest need for a flexible approach was evident was human
resource management, including functional flexibility and work flexibility. The
continuity of production required employees to work overtime, on a scale of up to
25% over full-time and greater availability for the employer. On the other hand, in
the case of office staff, a significant proportion of people have switched to remote
work, which nowadays is becoming a typical solution for most companies, and it can
even be forecasted that this phenomenon will be permanent to some extent.

Although business managers are aware to some extent of the importance of both
the entrepreneurial approach of their employees to the company and the need to act
flexibly, no training or courses are currently organized that could improve these
attributes in the company. Possible trainings concern only the basic scope of the
entity’s activity.

Case study 3 (PLIM)

Third enterprise that participated in the study with the use of in-depth interview
was a Polish company providing services in the field of outsourcing, document
management and document archiving. Due to the number of employees, about 200
employees, the company was classified as a medium-sized enterprise. The firm
claims to be a market leader in its industry, yet employment fell by around 20%
during the Covid-19 pandemic. This is due to the fact that the pandemic has had
a very negative impact on the industry in which the surveyed enterprise has been
operating for years. The business owner declares that there has been a fairly large
decrease in the firm’s turnover, which results from the decline in orders, the number
of new contracts and orders. On the other hand, reduction of orders actually results
in fewer activities to be performed by employees, which ultimately affects the
reduction of employment. In this case, there are dismissals of employees, reduction
of working hours or forced vacation periods. The waves of the Covid-19 pandemic,
which have a particularly strong impact on the functioning of the surveyed enterprise,
are not without significance. During the wave, both the first and the next waves, the
firm’s turnover resulting from the number of orders and contracts decreases by up to
40%. At the same time, the business manager is aware that the Covid-19 pandemic is
having a negative impact on the entire industry and all companies related to the
industry or working on customer documents. According to the respondent, this is due
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to the fact that some companies closed or even went bankrupt during the pandemic,
thus reducing the number of potential clients and the number of orders.

Carrying out an in-depth analysis of the entrepreneurial orientation of the
surveyed enterprise, declarations of the business owner are visible that the employees
are enterprising, but in practice this applies to a small percentage of employees.
The entrepreneurship of employees, according to the owner of the company, results
from the industry in which the enterprise operates. The outsourcing, document
management and document archiving industry is based on innovations and new
solutions, including software that can be improved at any time. In addition, the
company operates in the industry, which is its special advantage, based on its own
programs, IT solutions, systems that were previously created by the company’s
employees. So, it is possible to demonstrate entrepreneurship, in this case it will result
in a shorter working time on a given project. According to the business owner, the
Covid-19 pandemic did not affect the attitudes and entrepreneurial actions of the
employees, which, by the way, was not required from staff members. During the
pandemic, the firm’s goals were to survive in the marketplace and stay ahead of the
competition. However, in the case of entrepreneurial activities, the employees were
rewarded with financial bonuses, this applied to both lower level employees and
project managers. According to the business owner, financial awards were the only
motivators for increasing the entrepreneurial orientation of employees. Moreover, if
the financial rewards were higher, a higher level of entrepreneurial orientation would
prevail among the employees of the enterprise. At the same time, in the surveyed
firm, there were two events when a lower-level employee with lower qualifications
showed a special and enormous initiative, and despite the fact that he did not have
the appropriate education, he was promoted to a higher position. This, in turn, is an
example of a reward for entrepreneurship of employees at the lowest levels. The
broadly understood orientation of the employees of the surveyed enterprise, in
the opinion of the business manager, improves its economic results, because the
creativity of employees usually allows to shorten the time of work on the project,
therefore the enterprise may accept more orders, and therefore have a higher turnover.
The situation is somewhat different now, with the Covid-19 pandemic. Due to the
lower number of orders, i.e. lower turnover, there are fewer entrepreneurial ideas
among employees that can be implemented and improve the functioning of the
enterprise in the market. At the same time, the management staff does not currently
require such undertakings among employees. They are always welcome and
rewarded, but the difficult pandemic situation currently does not allow for
entrepreneurship, according to the owner of the company.

The conducted research has shown that the staff members do not have autonomy,
that is, they cannot undertake actions freely and independently, or with limited
ownership supervision, while increasing the scope of responsibility. The owner of the
enterprise declares that it is not possible, and all decisions should be approved by
project managers. Moreover, an employee in a lower position in business structure
cannot introduce changes himself, as there must be strict supervision over the duties
entrusted to him in the company. According to the owner of the company, the
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autonomy of employees could even cause a failure and financial losses, the more so
that the enterprise is obliged to fines against the client if it fails to comply with strictly
defined procedures. The business owner does not see any benefits from giving even
partial autonomy to the employees and believes that it is too risky. According to the
respondent, the Covid-19 pandemic did not affect the willingness of the employees
to take autonomous actions and decisions, as such actions cannot be taken by them.

The owner of the enterprise indicates that his employees are slightly proactive.
Proactivity, understood as the constant search for opportunities to stay ahead of the
competition by anticipating future demand, is a feature of few employees. Currently,
employees most often want to perform only their tasks when they go to work.
Nevertheless, the owner expects such behaviour from employees, although it is not
strictly required. This type of behaviour is positively received in the enterprise and,
according to the owner’s opinion, thanks to such activities the enterprise speeds up
processes and becomes more competitive on the market, therefore it can be said that
it is open to proactivity. Moreover, it turns out that the pandemic period did not affect
the level of employee proactivity. On the contrary, the disturbance in the number of
orders contributed to the reduction of employment and the number of working hours,
especially during successive waves of illness in the country.

Employees of the surveyed enterprise, according to the owner, do not show
a tendency to take risks, this especially applies to lower-level employees. These types
of tendencies occur among employees in senior positions, for example, among project
managers, and if these activities do not pose a threat to the enterprise, they usually
have a positive effect. However, the nature of the services provided in the firm
requires their implementation in accordance with the guidelines and procedures,
therefore the enterprise must follow the pattern specified in the contract and it is not
possible to deviate from the previously defined procedure. The Covid-19 pandemic
has influenced risky actions for the enterprise, in owner’s opinion. Nowadays, none
of the companies in the industry wants to take risks when the surrounding situation
is very difficult. By risking, the company could lose much more than it is currently
losing in a pandemic.

The conducted research also showed that the employees of the surveyed enterprise
are innovative, that is, they engage in creating new ideas, unconventional solutions,
and creative activities that may contribute to the creation of new products, services
or processes. However, according to the business owner, employees may not be
innovative in all projects. The enterprise does not require employees to be innovative,
but this is greatly appreciated within the organization. The Covid-19 pandemic did
not change the attitudes or behaviour of innovative employees, the more so as
the enterprise is now cautious and afraid to take new, untested actions, because the
turbulence of the environment does not allow it to do so. It is worth adding, however,
that the enterprise relies on such innovative activities of staff members, because it
uses software that is and has been constantly modified by the employees in order to
improve it and accelerate the processes carried out in the enterprise.

Competitive aggressiveness, as a tendency to intense direct competition with
competitors in order to achieve a better position and eliminate some of the
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competition from the market, is not, according to the owner, the domain of the
employees of the surveyed enterprise. The Covid-19 pandemic has not changed the
entrepreneurial orientation in this area. At the same time, the owner emphasizes that
the company is a market leader, uses its resources, provides competitive services and
does not require employees to act aggressively against competitors..

Organizational flexibility in a turbulent environment, especially required in
the era of a pandemic, becomes a necessity for all companies operating on
a competitive market. The surveyed Polish firm declares that it is very flexible (self-
assessment), especially in the face of customer expectations and changing
environmental conditions. Each project with a new client, and each contract are
prepared individually for the client’s needs — there are no established patterns here.
The enterprise can also adapt to the specific needs of clients, for example, it can carry
out its projects at the firm’s premises, but also at the client’s premises, if required by
the terms of the contract. Organizational flexibility in the business activities, in
owner’s opinion, is particularly important in the industry that the enterprise
represents. It should be noted that flexibility was indicated only in the area of sales
and marketing, while no examples of flexible activities in other areas were given.
Without flexibility, it would not be possible to compete in the market, even if the
enterprise has a leadership role. The period of the Covid-19 pandemic had a positive
impact on the level of flexible activities of the enterprise. According to the business
owner, the enterprise is more flexible and more adaptable to the client’s needs and
environmental conditions. The pandemic, in a way, forced such actions, and
companies that were not flexible lost their competitive advantage or even closed their
business.

In the owner’s opinion, organizational resources undoubtedly affect the level of
flexible activities of the surveyed enterprise. The high level of internal resources of
the firm has a positive effect, not only on the flexibility of activities, but also on the
level of competition in the business environment. Due to the fact that the enterprise
has very large internal resources that can be used without restrictions, it often has
greater market opportunities and a competitive advantage. The owner emphasizes:

“We are the market leader because we have enormous resources in the

business, which give us greater opportunities, technology advantage and

allow us to be the most competitive company on the market. Other companies

do not have such resources.”

It turns out that, in his opinion, the owner of the company has adopted a good
strategic direction in his activities, and the high flexibility in the area of the business
activities allows it to adapt to all environmental conditions. It is especially important,
according to the owner, in the time of the Covid-19 pandemic.

The owner of the surveyed company declares that it has the ability to identify
market trends, both in the pre-pandemic and the Covid-19 pandemic period. The
enterprise has a special department that employs two analysts who constantly analyse
market trends, areas of the business operations, hardware capabilities and
technological solutions in terms of their introduction to the enterprise. However, it is
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difficult to determine the contribution of other employees to the identification of
market trends.

At the same time, the owner of the enterprise declares that it has the ability to react
quickly to the expansion or contraction of the market, and this applies not only to the
period of the Covid-19 pandemic, but also to the period before the pandemic. These
possibilities of the enterprise result from the high level of flexibility of the business
activities. An example is the situation of a pandemic and its first wave, when the firm
had to react quickly to the contraction of the market. In this situation, in order not to
fire employees, it was decided that the best solution would be to cut all employees’
jobs, which was associated with a reduction in remuneration. The level of salaries
decreased by 20% and concerned all employees at all levels of the organizational
structure, as well as employees working on behalf of the company (self-employed).
The employees were informed that this was a temporary solution, but at the same
time the best solution for the entire company. In fact, after four months, the firm
began to restore jobs, but employment in the company during the pandemic decreased
by 20%.

According to the owner, the high level of organizational flexibility of the company
affects the ability to quickly respond to market needs. The firm reacts very quickly
to market needs, but it should be emphasized that it is forced to do so. This especially
applies to the period of the Covid-19 pandemic, which forces all enterprises to act
quickly, react instantly, adapt to market conditions and be flexible. The lack of
flexibility, according to the owner’s opinion, does not allow to function and compete
in an extremely turbulent and unpredictable environment.

It turns out that in the era of the Covid-19 pandemic, the business owner sees the
need for faster information flow both outside and inside the enterprise. Thus, it
concerns information between employees, at different levels of the organizational
structure, as well as the flow of information with external stakeholders of the
enterprise. An example is the situation where, before the pandemic, department
managers met twice a month, and now they meet twice a week, and even if necessary,
every day.

The pandemic crisis also influenced, in owner’s opinion, changes in the area of
processes carried out in the enterprise. First of all, the procedures related to sanitary
restrictions have changed, but also the activities and procedures that have been
carried out so far by external organizations. The surveyed enterprise, wanting to be
flexible, adapted to the new environmental conditions, e.g. through new conditions
for collecting and sending documents, or the inability to use courier services.

It can also be indicated that the Covid-19 pandemic has affected the
responsibilities and employee turnover in the enterprise. The pandemic situation
forced it to allocate employees to various projects and in different locations,
depending on the needs and market conditions. Due to the fact that the enterprise
operates in several cities, employees must be mobile, but are generally assigned to
projects in the vicinity of their residence. Nevertheless, there are situations where the
order must be performed at the client’s premises, and the enterprise must also
delegate appropriately qualified employees.
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The Covid-19 pandemic also affected the number of hours worked by the
company’s employees. As mentioned earlier, the first wave of the pandemic forced
a 20% reduction in jobs. Currently, the reduction in working hours applies only to
employees on a mandate contract.

The conditions of the Covid-19 pandemic also contributed to introducing the
possibility of remote work in the enterprise. Before the pandemic, staff practically
did not work remotely, and only IT specialists and programmers could work online,
most often from home. In the era of the pandemic, this has changed dramatically as
the enterprise prides itself on a high level of flexibility. Flexibility towards
employees, i.e. employment flexibility, has become a priority for the enterprise.
Initially, employees switched to remote work within shifts system, but the individual
shifts did not meet. Employees could decide for themselves whether to work remotely
or work at the firm’s premises. As a result, during the first wave of the pandemic,
30% of employees switched to remote work. Currently, employees work remotely
not in all projects, but in general it can be indicated that remote work accounts for
5-10%.

Currently, the analysed Polish company does not organize trainings or courses
that contribute to increasing entrepreneurship among employees or increasing the
flexibility of organizational activities. This is due to the lack of interest among
employees, according to the owner’s opinion, and the pandemic also prevents this
type of action. It turns out, however, that the business owner is ready to organize such
trainings or courses in the future if there is interest among employees.

Case study 4 (PLZM)

Another case study covered a medium-sized enterprise from the IT industry in
Poland. The enterprise develops software for handling various types of business
events, such as events, meetings, etc. Employment in the company is currently around
60 people.

The enterprise is one of the few firms that benefited from the Covid-19 pandemic.
The crisis made that the businesses had to quickly implement the necessary additional
IT modules for online meetings and video calls at its clients. Hence, a significant
increase in turnover was recorded after about six months from the first wave of the
pandemic, which resulted from the widespread implementation of remote work and
online communication by Polish enterprises. The number of customers of the
surveyed company clearly increased as more and more companies applied for
software that would enable professional online work services.

As the business manager points out, not all entities from the IT industry benefited
from the pandemic equally. For example, enterprises servicing the automotive
industries recorded a significant decrease in turnover, which translated into declines
in employment and changes in the field of human resources policy. Hence, it seems
that the economic situation of the examined enterprise is exceptionally favourable.

When analysing the area of organizational entrepreneurship, it should be stated
that IT enterprises are by nature entrepreneurial and highly creative. During the
Covid-19 pandemic, enterprises creating software that allowed people to find
themselves in a remote reality turned out to be particularly enterprising. This does
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not mean, however, that a clearly high level of entrepreneurial orientation of each of
these firms can be assumed. Although the business culture of such entities is based
on creativity, it mainly concerns the creation of the company’s products (software),
and not the entrepreneurial activities of employees for the benefit of the enterprise.
The study showed that the enterprise uses bonuses and additional non-wage benefits
for employees who show initiative, this mainly concerns the performance of work
assigned to employees by the employer, and not independent initiatives.

Regarding the correlation between internal entrepreneurship and the economic
results, no such translation was noticed during the Covid-19 pandemic. The new
market situation forced the enterprise to be more creative, especially programmers,
but only in creating and modifying the firm's products. Such creativity can be
considered one of the pillars of entrepreneurship, but it cannot be the only element of
the entrepreneurial orientation of employees. Thus, attention should be paid to
entrepreneurial initiatives in all areas of activity. Additionally, this creativity results
from the specificity of the enterprise and not from a pandemic situation.

Although it was confirmed that entrepreneurship understood as spontaneous
undertaking of activities for the development of the employer should be undoubtedly
supported, the necessity to take measures to increase the entrepreneurship of
employed persons was not indicated. It was indicated that a deeper discussion should
be undertaken within the group of managers and the HR department whether the
current situation of the firm requires increasing entrepreneurship at all (confusing it
with a spontaneous or even ill-considered action).

In order to deepen the study of the entrepreneurial orientation of the enterprise,
the focus was on five separate dimensions of this orientation: autonomy, proactivity,
risk taking, innovation and competitive aggressiveness.

In the area of organizational autonomy, only some of the employees have the
ability to act freely, with limited ownership supervision. This applies primarily to the
marketing and sales department, where the company relies heavily on what the
employees propose, knowing from experience that they show accurate intuition about
changes in the market and customer needs. Meanwhile, the main group of staff
members — programmers have a significantly limited autonomy, acting in a strictly
defined manner, on the basis of the adopted work methodology. Thus, precise
definition of the activities that they have to perform largely eliminates independence
in action and suppresses entrepreneurship.

The organizational autonomy of the enterprise was slightly improved by the
Covid-19 pandemic, which forced them to allow for greater independence of
employees in order to adapt to the turbulent environment. The changes that could not
be predicted earlier made the business managers to a greater extent based on
the proposals of employees of various departments, recognizing that a kind of
brainstorming would contribute to finding oneself in the new business conditions.
Thus, the pandemic increased the level of workers’ autonomy, but it is likely to be an
exceptional situation, and the stabilization of the market will result in a return to the
previously applied rules.
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When it comes to proactivity, this company clearly divides into employees who
are required to be proactive (sales and marketing department) and employees who
should not even be proactive. Sales and marketing employees analyse market trends
on an ongoing basis, observe how competition is developing and monitor the distance
between the company and rivals in the industry, and then carry out a comprehensive
analysis of own resources in comparison with the competition. Such activities allow
for the collection of comprehensive data, which, despite the time-consuming
acquisition, allow to predict future demand. On the other hand, software staff is not
required to think about competition at all. The company’s management does not
consider the fact that proactivity can manifest itself in various areas and should apply
to all employees. Meanwhile, in the analysed enterprise, there is a division into two
groups of people: those who are required to constantly seek opportunities and those
who have to passively perform work, even if it is creative in itself. At the same time,
during the pandemic, there was a marked increase in the proactive activities of
employees who, during various project meetings and meetings, tried to indicate
potential solutions to urgent problems and proposed changes.

When assessing the dimension of entrepreneurial orientation, which is taking risk,
it should be noted that the surveyed company turned out to be quite conservative.
Managers of the enterprise showed a reluctance to take risks, and their main activities
in the area of risk management were related to minimizing possible threats. For this
purpose, most activities had to be well planned, which automatically limited
initiatives and experimentation. The Covid-19 pandemic has exacerbated this
approach in the enterprise, as the uncertainty in the market has created a situation in
which all risk-bearing elements in the business have been limited, with a view to
maintaining a sense of stability.

The area of entrepreneurial orientation, which should be assessed highly in the
surveyed enterprise, is innovativeness, which is already included in the very activity
of the enterprise, which creates products, very often individual, according to specific
customer requirements. Hence, at the stage of recruiting employees, the firm pays
special attention to potential innovation. When assessing the impact of the Covid-19
pandemic on engaging in the creation of new ideas and unconventional solutions, it
was indicated that there was a significant stratification between employees, probably
resulting from their individual character traits. Some people in the new market
conditions became highly innovative, submitting innovative ideas or new
development directions, while other employees reacted very conservatively to the
crisis situation, trying not to take creative actions, probably fearing failure. It can be
assessed that the firm’s policy regarding the intensification of innovativeness within
the organization should be modified so that innovation is naturally associated by
employees with the possibility of making mistakes that are inextricably linked with
high creative activities.

Traditionally, the area least rated by companies from the SME sector as part of
entrepreneurial orientation is competitive aggressiveness. Also, in this surveyed
enterprise, aggressive behaviour towards competition, where we deal with direct and
intense competition with other entities from the industry, was assessed rather
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negatively. It was clearly indicated that the enterprise avoids actions that could be
perceived as ethically improper. Relationships with competitors were based only on
observing and trying to stay ahead of the competition, but without active actions
against competitors. This approach did not change during the Covid-19 pandemic,
however, in the case of the industry to which the company belongs, it seems that the
situation did not encourage the intensification of competition, as the favourable
economic situation ensured a rapid increase in turnover in the entire industry.

In the area of research on flexibility, the enterprise indicates a strong need for
changes in today’s economic environment. It is indicated that flexibility is necessary
at any time of order fulfilment or creating projects for the client. It tries to be
extremely flexible, especially with regard to customer expectations, so that the offer
is “tailor-made”. In this way, the enterprise has a chance to gain a competitive
advantage in the sector. At the same time, the Covid-19 pandemic increased the
flexibility of the business operations. Due to new needs and challenges, it had to react
very quickly to the new situation and adapt to the new requirements of individual
clients. The pandemic crisis caused many organizational changes in many very
diverse industry enterprises, which meant that it was necessary to respond to the
requirements of each of them.

If we analyse the level of internal resources of the enterprise and their impact on
the level of competition in the business environment, the main resource in the
surveyed entity are employees who, as in a typical IT company, constitute the basis
for creating and modifying services. Thus, employees are the firm’s most important
asset to gain a competitive advantage. At the same time, the enterprise emphasizes
that in the Covid-19 era there were no significant problems with human resources,
there was also no visible employee rotation or changes in the scope of duties.

When it comes to the business strategy, flexibility in adapting to market changes
is an important element of the enterprise’s strategy. It recognizes the need for
strategic changes in response to the pandemic. As the managing person points out:

“We live in such a culture of work that this change is sort of a reality that we

must accept. We live in a world of change.”

An important element of the firm’s flexible operation is the ability to quickly
identify market trends and their changes. And so, the surveyed enterprise declares
that in the time of a pandemic, this ability is particularly important, and the company
pays special attention to market monitoring and analysing market indicators. At the
same time, the company is also trying to respond to a potential market expansion or
contraction, and in the event of a pandemic, this response was primarily to increase
turnover and customer pool. Although the enterprise is trying to flexibly adapt to the
market needs all the time, the new crisis situation has forced action in this area on
a much larger scale. Paradoxically, along with the increase in the scale of activity, it
was also necessary to shorten the reaction time to changes in the environment. As the
top management declares, the employees of the marketing and project departments
were primarily responsible for quick response to market changes, but to a lesser
extent this applied to programmers, i.e. IT service developers.
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As the flexibility of the business operations requires a rapid flow of information,
enterprise representatives were asked whether it was necessary to accelerate the flow
of information within the organization in the time of the Covid-19 pandemic. It turns
out that the very change of the work system, i.e. increasing the scope of remote work,
forced both a faster and more effective form of information flow. The inability to
meet face to face and set priorities on an ongoing basis forced changes in the way of
informing employees whose work rhythm has changed significantly. At the same
time, it is emphasized that solutions in this regard take time and that adjustments will
appear in subsequent future periods.

As far as the flow of information with the company’s stakeholders is concerned,
no major changes were recorded in the surveyed enterprise in the last pandemic
period. It turns out that the solutions for contact with customers and contractors
developed so far also proved successful in the crisis period caused by Covid-19.

The organizational flexibility study showed that in the analysed enterprise there
was a need, but also a desire to manage resources flexibly, especially human
resources. The firm put emphasis on empathy, trying to increase the level of trust in
the employer, and thus the level of willingness to provide work. Flexible approach to
work performance assumed that the trust of the employer would allow the employee
to better distribute his work, so that the effectiveness of this work would not decrease.
It turned out to be an effective solution in this case. It should be noted, however, that
we are talking about a special type of highly qualified employees who were already
familiar with independence in performing their work. So, no general conclusions can
be drawn here.

When analysing changes in the area of the firm’s production and distribution
processes, no significant reactions to Covid-19 are declared. Changes to the processes
that were planned much earlier and introduced on the basis of the adopted work
methodology are constantly being implemented. It can be argued that this is related
to the natural development of the enterprise, where it moves from ad hoc operation
to operating within certain project cycles.

The Covid-19 pandemic did not change the business organizational structure,
however, as the enterprise declares, there was no such necessity. The adopted
business structure allowed the enterprise to function fully in the era of strong market
changes.

In the area of functional flexibility and work flexibility, it can be defined that the
enterprise has a constant low level of flexibility. It turns out that in the era of the
pandemic, there was no need to change the scope of duties, and the number of
employees tends to increase, which is related to the rapid development of the
enterprise. Although the crisis did not cause the enterprise to start requiring
employees to work overtime, it should be noted that employees point to the extension
of working time in practice. This is due to the fact of working from home (remote
work), which favours the employee’s distraction and constant distraction from work.
I declare that currently as many as 80% of the company’s employees work remotely,
and the rest rotate at the firm’s headquarters for various personal reasons, when it is
impossible to work from home. The scope of remote work was much smaller before
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the pandemic, but the current solutions may become permanent, changing the way
business is conducted.

Summarizing the research on entrepreneurship and organizational flexibility, it
should be noted that the surveyed enterprise does not undertake activities, e.g.
training or courses, to support and develop employees in these areas. Therefore,
despite the awareness, declared by the manager, that both entrepreneurial and flexible
activities bring benefits to the enterprise, no human resources development is planned
in this regard.

Case study 5 (UA1S)

Fifth surveyed enterprise, operating on the Ukrainian market, is a firm dealing in
the sale of agricultural machinery, spare parts and service of these machines. Due to
the size of its employment, the enterprise is classified as small business entity, and
the declared level of employment is 47 people. When discussing the firm’s situation
in the time of the Covid-19 pandemic, the surveyed enterprise indicates a relatively
good situation, both in terms of its own economic results and employment, and the
situation in the industry in question. Companies operating in the field of agricultural
services suffered from the effects of the pandemic crisis to a relatively small extent.
Agricultural production and sale of food products were not subject to restrictions in
almost all countries, which means that the industry was less affected by the crisis than
other industries, e.g. services or industry.

When trying to diagnose the level of organizational entrepreneurship of the
surveyed enterprise, the owner’s opinion was obtained, who declares that only a small
group of the employees is entrepreneurial. This is true primarily of sales managers,
although to a limited extent anyway. The justification for this is the fact that only
managers are able to represent the enterprise and have considerable freedom in
finding customers, in negotiations, in determining the sale prices of individual
products, etc. At the same time, it is emphasized that the Covid-19 pandemic did not
significantly affect the attitudes and entrepreneurial actions of employees. The
entrepreneurial activity of sales managers is directly related to their salaries,
regardless of the period of the pandemic. This remuneration depends on the number
of products sold, unit sales prices, but also customer opinions. Hence, sales managers
try to actively take initiatives and challenges to not only increase the firm’s turnover,
but also the level of customer satisfaction.

When trying to diagnose whether the entrepreneurship of employees is apprecia-
ted and rewarded in the surveyed enterprise, it was indicated that the awards also
apply only to sales department employees, and this only applies to financial
motivation. Therefore, there is no incentive for other employees to be entrepreneurial.
Moreover, the owner of the enterprise does not see the need to apply incentives to
increase entrepreneurial behaviour among all staff. Bearing in mind the persistence
of solutions in the field of motivating employees to entrepreneurial activities for
the enterprise, there was no link between the entrepreneurship of employees and the
economic results — different in the time of the Covid-19 pandemic than in the period
before the pandemic. It should be noted that the business owner does not believe that
employees should be more entrepreneurial during the current crisis, but this approach
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should be assessed negatively, as the unpredictability associated with the pandemic
period should encourage them to look for new business solutions, even if the industry
is not experiencing a downturn at the moment.

When analysing in detail the level of entrepreneurial orientation in the surveyed
enterprise, divided into individual dimensions, the first dimension examined is
organizational autonomy, and here a certain degree and independence of the firm’s
employees in the area of sales is declared. This applies to activities such as granting
discounts or changing certain contractual conditions. As the owner of the enterprise
emphasizes, the autonomy of the sales department employees is beneficial for the
company, because thanks to it, it is possible to attract more customers to the
enterprise, and at the same time to establish an individual work pattern with each
customer, which allows for a better adjustment of the offer to the buyer’s
expectations. These are solutions that the enterprise has been using for a long time
and therefore are not due to the impact of the Covid-19 pandemic.

Referring to the next dimension of entrepreneurial orientation — proactivity, the
owner of the enterprise very generally indicated the proactivity of employees
involved in selling the company’s products. It has not been possible to diagnose the
extent to which employees are able to look for opportunities and forecast future
demand, but it should be assessed that this level is insufficient. This approach reflects
the owner’s own beliefs, and the owner himself does not declare any change in this
area related to the pandemic crisis.

In terms of risk taking, the examined enterprise clearly limits the possibilities of
risky activities of its employees, even if they are undertaken after a rational analysis
of potential benefits and costs. It is indicated that the possibility of taking risks is only
available in consultation with the top management. Therefore, we cannot speak of
activities at the organizational level. The owner of the company declares that the
propensity to take risks by the company’s employees will not change in the near
future, even with a prolonged pandemic.

Innovation is now regarded as one of the essential elements of the development
of any enterprise. Meanwhile, in the studied enterprise, employees do not act in
favour of innovation and are not encouraged to do so. It can be assumed that creativity
and the identification of innovative solutions are not expected of company
employees, both now and in the future, and the Covid-19 pandemic is not seen as
a factor encouraging a more innovative approach in the enterprise.

During the interview, information was obtained that the employees of the
enterprise show partially competitive aggressiveness, i.e. a tendency to direct and
intense competition with competitors in order to achieve a better competitive position
of the enterprise. The level of competitive aggressiveness is not affected by the
difficult period of the pandemic, probably due to the fact that the industry in question
has hardly felt the effects of lockdowns.

The second area that this qualitative study focuses on is organizational flexibility.
When asked if the enterprise operates flexibly in the market, the answer was positive.
The owner emphasizes:
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“Our flexibility results from the fact that we adapt to the client, creating
individual terms of cooperation for him, and at the same time we arrange
ourselves depending on the conditions of the environment.”

It is indicated that the enterprise presents customers with various options and is
open to their implementation, provides a package of discounts, purchase of equip-
ment under various forms of financing, etc. Regarding the impact of the Covid-19
pandemic on the level of flexibility of the studied enterprise, the business owner
indicates that the level of flexibility lowered. The enterprise has become more
cautious in its actions, especially when it comes to long-term contracts. The pandemic
crisis is perceived in terms of a problem; hence the enterprise stiffened its approach
to customers, fearing the development of unfavourable market phenomena.

Referring to competing in the business environment on the basis of available
internal resources, the research confirmed that the resources (financial and material)
significantly determine the level of the form’s competitiveness. However, this impact
is independent of the Covid-19 pandemic, so the enterprise operates in a similar
manner to the use of resources as it did before the pandemic. For a similar reason,
there have been no changes in the strategic areas of the business operations, and if
the owner makes strategic decisions soon, it will probably not be dictated by
a pandemic situation.

By analysing the speed of reaction to market changes, including changes in trends,
market potential or changes in customer needs, the surveyed enterprise turned out to
be very passive. It does not declare that it identifies changes in market trends,
claiming that the Covid-19 pandemic did not affect the agricultural machinery market
in Ukraine, and thus the level of demand did not change. However, the organizational
flexibility relies heavily on capturing and anticipating changes, which increases the
effectiveness of the adaptation process. The firm’s static approach in this respect does
not guarantee the possibility of quick adaptation to market changes.

The studied enterprise is similarly conservative towards ensuring the rapid flow
of information, both inside the firm and its external stakeholders. It is declared that
there was no pressure associated with the need to accelerate communication during
the pandemic, although many companies point to problems with the proper flow of
information, disturbed sudden transition to work online. This enterprise also did not
make any organizational changes in the pandemic era, including the use of resources,
distribution processes or organizational structure.

When it comes to human resource management, the changes only concerned the
initial period of the pandemic (first wave), when some employees switched to remote
work. Currently, the situation has stabilized and employees work stationary according
to predetermined patterns and with a workload as in the period before the pandemic.
It can therefore be concluded that the level of functional flexibility and flexibility of
work is quite low and this level has not changed during the pandemic.

The enterprise declares the organization of training courses for its employees,
which are aimed at increasing the effectiveness of its own activities, but they mainly
concern the sales area and are only indirectly related to the entrepreneurial orientation
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of employees and the flexibility of the organization. Typical training courses in
research areas are not foreseen.

Case study 6 (UAZS)

Next enterprise, with which an in-depth interview was conducted, is a small
company operating in the footwear industry in Ukraine. The current employment
level of this enterprise is 32 people. Assessing the overall situation of this business
entity in the era of the Covid-19 pandemic, the managers declare that the pandemic
had a huge impact on its economic situation. First, the emphasis on online shopping
has increased as brick-and-mortar sales in Ukraine were not possible due to
quarantine. This required a change in the information channels used by the brick-and-
mortar sales in its business activities. The focus was on contacts via social networks
such as Instagram and Facebook. Second, the pandemic constraints have made it clear
that many business activities can be performed remotely, especially in the area of
customer service, although previously it seemed impossible to do so. At the same
time, the quarantine triggered a period of suspension during which there was time for
additional analysis of customer requirements through a greater emphasis on
understanding their needs and current trends.

The Covid-19 pandemic negatively affected the footwear industry in Ukraine.
Negative aspects such as wage reduction, layoffs or reduced-time work, but also
remote work of many consumers, whi reduced demand for shoes because of that.
Consumers, with significant budget constraints, did not treat the purchase of footwear
as a priority. In turn, the entire footwear industry has significantly increased online
service and sales, and more and more customers have started looking for products
only on websites or through social media.

When analysing the entrepreneurial orientation of the surveyed enterprise, it
should be indicated that the employees were assessed by their superiors as very
entrepreneurial. Numerous initiatives on the part of regular employees, both in the
area of creating new products or improving existing ones, as well as in relation to
other areas of the business operation, not related to production, such as, for example,
online marketing. In addition, the Covid-19 pandemic had a positive impact on the
attitudes of employees who felt obliged to look for ways to improve operations so
that the enterprise could survive the unfavourable economic situation. Hence,
employees began to show greater initiative to increase sales of the firm’s products
based on the new conditions.

An important aspect is that the enterprise appreciates the entrepreneurship of staff
members. Initiatives in the area of sales and acquiring new customers have a direct
impact on the level of employees’ earnings (wage incentive). Initiatives in other areas
not directly related to sales are appreciated in the form of separate awards. This
approach of managers encourages active search for business opportunities to the
benefit of the studied enterprise.

The business manager, pointing to factors that may increase the entrepreneurial
orientation of employees, indicated that it is of key importance for employees to find
work interesting, because only then will they be willing to look for new solutions and
take up new challenges. However, then employees must be sure that their actions will
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not go unnoticed, and that they will be rewarded for the successful implementation
of projects. Moreover, the amount of these awards must be clearly and strictly related
to the additional work performed. For if employees suspect that the awards will be
symbolic, they will not be willing to take any initiatives. As the company recognizes
the direct impact of employee entrepreneurship on the improvement of the economic
performance of the enterprise, support for employees operating in an entrepreneurial
way is declared. These types of activities improve the company’s sales, and thus lead
to an increase in the company’s revenues. In addition, the employees involved in their
work are appreciated by the customers, and their satisfaction translates into their
loyalty to the company, as well as promoting the company among friends and
colleagues. Ultimately, this improves the market competitive position.

In the course of the interview, the top manager declared that in the era of the
Covid-19 pandemic, intrapreneurship becomes a necessity due to numerous
bankruptcies of enterprises in the footwear industry. A more active approach of
employees to work is necessary for the enterprise to survive the economic crisis. For
employees, this means keeping a job (source of income), which becomes a priority
value in times of crisis.

When analysing the area of organizational autonomy in the surveyed enterprise,
it should be noted that independence is observed in many areas, which is additionally
supported and appreciated. A significant part of employees’ activities is not limited
by their scope of duties, but only general priorities for individual areas are indicated,
leaving employees a lot of freedom in how to implement activities within these areas.

In the era of the Covid-19 pandemic, and especially during periods of imposed
quarantine and the need to work remotely, employees are encouraged to take more
independent actions and decisions for the enterprise. Effective delegation of
responsibility also helped employees define the limits of their competences, and thus
define the scope of independence.

Another area of the organization’s entrepreneurial orientation is proactivity,
which is relatively high in this enterprise. Employees analyse the market on an
ongoing basis and maintain contact with customers in order to predict future demand.
The specificity of the industry, where trends change seasonally, requires constant
research of the needs of customers, who in this case often make decisions based on
the preferences (fashion) prevailing in a given season. At the same time, the business
manager points out that employees are expected to behave more and more practically,
because the strong competition in the industry means that the current level of
creativity is not enough to achieve a competitive advantage, and perhaps even survive
the crisis period. Meanwhile, the Covid-19 pandemic did not significantly affect the
level of employee proactivity, which was already high in previous periods. However,
the prolonged period of the pandemic may necessitate increased proactivity due to
the shrinking market potential, the size of which is not sufficient for all current
producers.

When analysing risk-taking, it should be stated that the surveyed enterprise
presents a fairly conservative approach. Employees are expected to take only limited
risks after a comprehensive risk analysis of an activity or project before they begin.
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It was additionally indicated that not every employee is competent to make risky
decisions, hence it is not assumed that not all employees should take initiatives with
the risk of failure, even if they take them rationally.

During the pandemic, the scope of risk taken in the enterprise at various levels of
the organizational structure clearly increased, while having a positive impact on the
results. Employees, in the new market conditions, began to experiment more with
products, advertising and various types of communication with consumers. This met
with a positive response from the management of the company, especially since most
of the activities turned out to be beneficial for the organization.

By analysing the dimension of organizational innovation, the enterprise confirms
the relatively high level of innovation of its employees, who engage in the creation
of new ideas and non-traditional solutions. The freedom of creativity allows
employees to discover their talents in various fields, thus creating new non-standard
solutions. Innovative employees are perceived positively in terms of the firm’s
development, which means that their activities are promoted. At the same time, in the
era of a pandemic, where the shrinking market creates problems with maintaining
sales at an earlier level, the innovativeness of employees who create innovative
projects and are able to better adapt to customer requirements is a priority for the
business survival, but also allows to generate wage and non-wage incentives for
employees.

In the area of competitive aggressiveness, the enterprise manager declares its
reluctance to take active measures to eliminate competition from the market.
According to the manager’s declaration, the enterprise generally has a different
competitive strategy, and the company’s mission and goals do not consider the
elimination of some competition from the market, and thus employees are not
expected to do so. To achieve a better market position, the enterprise focuses on
improving its own position, not weakening the position of competitors. In terms of
competitive aggressiveness, no major changes in the approach to competitors are
expected, even in the difficult period of the pandemic crisis.

In response to the question whether the enterprise operates in a flexible manner
on the market, the answer was affirmative — the enterprise reacts relatively flexibly
to external market conditions. As an example, cooperation with many suppliers of
semi-finished products is given here, thanks to which the company is not dependent
on one organization, and thus can flexibly adapt to both the price level and the
shrinking availability of semi-finished products. Similarly, in the time of the Covid-
19 pandemic, a significant increase in the level of flexibility was visible, when there
was a kind of immediate transfer of resources to online sales, due to the impossibility
of selling in brick-and-mortar stores. The owner emphasizes:

“Our firm during the pandemic has become more flexible, i.e. resistant to the

emerging external factors, i.e. the business environment, and the pandemic

has helped us to pay more attention to the organization of work and delegation

of powers, so that we can flexibly respond to market changes.”

Referring to the impact of the level of internal resources of the enterprise on the
level of competition in the business environment, the surveyed firm indicated that the
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priority is the management of inventories, both for semi-finished and final products.
Unfortunately, the current human and material resources of the enterprise are
insufficient to ensure a high level of competition on the market, due to the significant
dependence on suppliers of raw materials, who determine the continuity of
production. The enterprise recognizes that competitiveness in the industry requires
significant working capital resources, which must be flexibly modified for this.
Problems in this area have been pointed out by manager.

Considering both the specificity of the industry and the market requirements
related to the Covid-19 pandemic, the manager of the enterprise points to the need to
make strategic changes in many areas of operation. At the same time, it is emphasized
that these changes would be advisable even after the end of the pandemic crisis, and
therefore do not result only from the current situation.

Analysing the level of flexibility in adapting to market changes, the analysed
enterprise declares a significant ability to quickly identify market trends during the
Covid-19 pandemic, but also beyond it. Employees have constant contact with
customers, which allows them to define their preferences for the future, and indirectly
gain a new group of customers and retain existing customers. At the same time, it is
emphasized that in the era of the pandemic, the footwear market has not expanded or
contracted, but there is a need to analyse the potential risk of market shrinkage and
to prepare potential remedial tools.

As for the ability to quickly respond to market needs, it is closely related to the
specificity of the footwear production market. The production cycle from design to
execution and distribution is predetermined and changes during this cycle are
essentially impossible. Hence, the studied enterprise must very precisely predict
future demand and market trends in order to overcome the problem of limited current
ability to adapt to changing customer requirements. In addition to the organization of
production itself, it should be noted that the Covid-19 pandemic forced an increase
in the speed of response to market changes, e.g. in the ways of contacting the
customer, which for many companies is a critical condition for survival.

As the flow of information is one of the key conditions for flexible operation, the
business manager declares the need for faster information transfer in the era of
a pandemic. It also emphasizes the visible impact of the speed of information flow
on the economic results and efficient operation of the organization. At the same time,
it is declared the need for an efficient flow of information with the firm’s
stakeholders, both on the part of suppliers and customers.

Flexible operation allows for efficient and quick adaptation to changes in the
internal and external conditions of the business operation, so the research problem in
the study was to determine the response to these changes in the conditions of the
Covid-19 pandemic. And so, the enterprise points to clear changes in the area of
inventory management, which is one of the priority resources in the analysed
industry. However, there was no change in the level of fixed assets, especially
industrial machinery. When it comes to changes in the production process, it was
analogous to the one before the pandemic crisis, while distribution has changed
dramatically, consisting in an almost complete transition to online sales. Of course,
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it is declared that the distribution will change again when the pandemic restrictions
disappear or change.

In the area of organization and human resource management, the top manager
indicates that the enterprise operates on the basis of an unchanged organizational
structure despite the pandemic, with no greater need for organizational changes.

As for the level of employment, it increased, because it was necessary to hire an
additional person to handle the increased online sales. On the other hand, the Covid-
19 pandemic affected the number of hours worked by the firm’s employees, i.e. the
number of overtime hours per employee increased. In the area of work organization,
employees can be divided into two groups: office workers who have switched to
remote work during the pandemic, and employees related to production and
distribution, whose form of work has not changed. Thus, the level of functional
flexibility and flexibility of work, in the pandemic era, increased due to the turbulence
of the environmental conditions.

It should also be noted that the surveyed enterprise points to taking measures to
train its employees in terms of competences for the growth of entrepreneurship and
flexibility of operation. It is primarily about using various forms of distance learning.

Case study 7 (UA M)

Another company that participated in the study was a Ukrainian enterprise
producing and providing services in the field of delivering industrial, technical and
medical gases. Due to the size of employment, the enterprise was classified as
a medium-sized entity, which currently employs 104 people. The enterprise declares
that employment has not decreased in the recent period, on the contrary, it has
increased by about 10 employees. New employment to the firm took place during the
pandemic. Employees with low qualifications were recruited to work, who could
perform all simple duties in the enterprise. This was due to the fact that the business
profile was particularly important during the Covid-19 pandemic. The Ukrainian
enterprise under study operates in all industries, but the medical industry is
particularly close to it. These kinds of businesses were essential in the fight against
the pandemic. It turns out that at the time the surveyed enterprise was established,
medical clients accounted for approximately 30% of all clients. Currently, in the
period of high demand and rising prices for medical gases, medical customers
account for approximately 60-70% of all recipients. Entire hospitals, which are now
a priority group of recipients, have become the clients of the surveyed company.
According to the owner, the Covid-19 pandemic had a positive impact on the industry
in which this Ukrainian enterprise operates. However, this only applies to the
production of medical gases. Other industries, including the industrial gases industry,
were adversely affected by the pandemic on their market activities. The business
owner, however, is glad that he focused on medical clients at the beginning of the
pandemic.

The analysis of the entrepreneurial orientation has shown that the company’s
employees are enterpreneurial. According to the owner’s opinion, their entrepreneur-
ship results not only from a number of ideas, but also from great diligence. The owner
declares that all employees during the Covid-19 pandemic worked with an efficiency
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of 120-130% in a well-coordinated team. The goals that the enterprise wanted to
achieve were a priority for all employees. Moreover, according to the Ukrainian
owner, the company’s management and top-level employees should be
enterpreneurial. However, it is difficult to determine whether the Covid-19 pandemic
influenced the attitudes and entrepreneurial actions of employees at all levels of the
organizational structure. This is due to the fact that enterprises in the medical industry
had to implement contracts against the turbulence of the surrounding conditions.
When it comes to the mood of employees, the pandemic had a negative impact on
them. However, the social responsibility of employees was so strong that the
enterprise operated very smoothly and efficiently. Thus, it can be said overall that the
pandemic has had a positive impact on the business development.

The research showed that the entrepreneurship of employees in the surveyed
company is appreciated and rewarded. These are mainly bonuses and financial
incentives. Moreover, the period of the Covid-19 pandemic showed that salaries,
excluding bonuses and incentives, increased significantly. It resulted from an increase
in demand and prices of produced gases. To sum up, in the time of the pandemic, the
salaries of employees increased by as much as 2-3 times. According to the firm’s
owner, the entreprencurial orientation of employees is influenced not only by
financial factors, such as bonuses or allowances, but also non-financial factors, such
as the attitude of management, contact with employees, information flow and work
atmosphere (team). Additional salaries of employees are not the key motivators to
take business initiatives for the benefit of the enterprise, as a higher salary results in
better performance and satisfaction in a short time. It is a motivator that works for
one to two months, then becomes the norm for the employee. According to the
entrepreneur, non-financial motivators play a key role in supporting the entrepreneu-
rial orientation of employees.

It turns out that, according to the business owner, enterpreneurial employees help
improve the economic performance of the enterprise. However, this only applies to
the management board and major shareholders. Employees at other levels should
work in an entrepreneurial spirit. The organizational structure of the company should
be divided into areas of responsibility and authority, and not all employees should be
entrepreneurial. According to the owner, it may be harmful to the enterprise. At the
same time, the owner emphasizes that in the time of the Covid-19 pandemic, only the
top management should demonstrate a higher level of entrepreneurship, other
employees — rather not. The enterprise should have a rigid structure, thanks to which
there will be no chaos in business, which is a frequent phenomenon in Ukrainian
entrepreneurship. This opinion points to an incomplete understanding of the
phenomenon and the importance of the entrepreneurial orientation of the organization
members.

The conducted research has shown that the employees are partially autonomous.
This means that they can act freely and independently with limited ownership
supervision while increasing their responsibilities. It turns out that the level of
autonomy is influenced by the place in the organizational structure of the enterprise,
including the duties and rights of the employee in a given position. However, all
decisions regarding the broader perspective should be approved by the managers,
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directors or managers. There is coordinated independence in the surveyed enterprise.
Each employee must consult with his or her supervisor on taking independent actions.
Thus, the autonomy of employees at lower levels of the organizational structure is
very low. According to the owner, the Covid-19 pandemic did not affect the level
of autonomous actions and decisions in the organization. A prolonged period of
pandemic could change that.

Proactivity, understood as the constant search for opportunities to stay ahead
of the competition by predicting future demand, is a feature only of employees in
managerial positions. Employees of the surveyed enterprise are proactive, but to
a low extent (quite rarely). Nevertheless, the owner of the company expects such
behaviour from employees in managerial positions. Proactive behaviour is positively
perceived in the enterprise. There is no requirement for proactivity with lower level
employees. It also turns out that the period of the Covid-19 pandemic affected the
level of proactivity of employees. Employees are more proactive due to the fact that
the enterprise operates in the medical industry. The production of medical gases
necessary in the time of a pandemic causes a high level of professional responsibility
among all employees. Unfortunately, according to the owner, a prolonged pandemic
may adversely affect the proactivity of employees.

Employees of the surveyed enterprise show a high propensity to take risks, i.e.
they are ready to implement bold actions, initiatives, projects with the risk of failure,
but after prior rational analysis. In this Ukrainian enterprise, taking risky actions
follows a set pattern. The scheme of making risky decisions is as follows: the head
of the department submits the idea for discussion, the management board sets the
percentage value of the risk and it is decided whether such actions can be taken in the
enterprise. Employees cannot act on their own, all risky initiatives must be assessed.
According to the owner, the Covid-19 pandemic had a positive impact on the level of
risky decisions and activities in the enterprise.

The conducted research also showed that the employees of the surveyed Ukrainian
company are innovative. However, this only applies to young employees who are not
fully competent. Therefore, the management team tries to translate these ideas into
a range of competences. If an employee is competent and innovative at the same time,
it certainly has a positive effect on the economic results, according to the owner. The
Covid-19 pandemic has had a positive impact on changing the attitudes and behaviour
of innovative employees. Currently, in owner’s opinion, there are more innovative
behaviours, even those with a high level of risk.

Competitive aggressiveness, as a tendency to direct intense competition with
competitors in order to achieve a better position and eliminate some of the competi-
tion from the market, is implemented in the strategy of the analysed enterprise.
However, such actions are taken carefully and depend on the competitive situation.
Competitive aggressiveness is implemented against selected firms in the market.
The owner emphasizes:

“On the one hand, we have a reasonable approach to the market and

competition, but on the other hand, we are able to take customers from other

companies and act aggressively, sometimes also in cooperation. However, all
our actions must be coordinated, even the aggressive ones.”
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According to the owner, the Covid-19 pandemic did not change the
entrepreneurial orientation in this area, which is due to the pandemic period. Perhaps
after the pandemic, such actions will not be taken by the enterprise, as the market in
this industry will probably shrink.

Research has shown that the Ukrainian enterprise operates flexibly on the market.
Organizational flexibility in a turbulent environment, especially when it comes to
a pandemic, becomes a necessity for all businesses operating on a competitive
market. As the owner pointed, flexibility should be controlled in all areas of the
business operations. Uncoordinated flexibility can lead to chaos in the enterprise and
cause losses. The period of the Covid-19 pandemic had a positive impact on the level
of flexible activities of the enterprise. It turns out that this enterprise undertakes more
flexible activities, even in areas with high market risk. However, these activities are
coordinated by the shareholders and top management. According to the entrepreneur,
the firm is now more flexible and better adapted to the client’s needs and
environmental conditions.

In enterprise, the level of flexible activities is greatly influenced by the
organizational resources. An enterprise with large resources can afford investments,
including in IT areas. The high level of internal resources of the enterprise enables
increased production and business development, which in turn has a positive effect
on flexibility and market competitiveness. The surveyed enterprise feels the positive
impact of internal resources on the level of competition in the pandemic era.

Ukrainian enterprise declares that in the time of the pandemic it had to reorganize
its strategic goals. This was due to the huge demand for a part of the production. This
was only due to the pandemic and the huge demand in the area of medicinal gases.
The enterprise had to give up some of the customers who bought technical gases.
It has now adapted its strategy to pandemic-specific market conditions and has
focused on selected areas of specialty production.

In owner’s opinion, the enterprise identifies market trends and it is influenced by
the time of the Covid-19 pandemic. Currently, the firm focuses on the implementation
of projects for the medical industry, which is a priority in the pandemic era. The
possibilities of quickly identifying market trends in the era of a pandemic, i.e.
nowadays, are greater.

The entrepreneur also declares that the firm has the ability to react quickly to the
expansion or contraction of the market. In the time of a pandemic, the analysed
company employed workers with lower qualifications to perform less demanding
activities. Experienced employees could, during this time, perform work that required
qualifications. At the same time, employment will change along with the change in
market demand.

The surveyed enterprise has the ability to quickly respond to market needs.
This is evidenced by the change in the profile of operations in the era of a pandemic
and the transition to the production of medical gases. It turns out that the pandemic
has an impact on the ability to quickly respond to market needs. The difficult situation
forced quick reactions and actions, thanks to which the company is highly flexible.
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The response time in the Covid-19 pandemic decreased significantly in all areas of
the business operations.

According to the owner, from the very beginning of the company’s operation,
there was a good flow of information. However, the Covid-19 pandemic has caused
this flow to be faster. This applies to both the flow of information within the
organization and with its stakeholders. Meetings of management and operational staff
are very often organized. The frequency of meetings depends on the current situation
in the firm's environment, e.g. internal meetings in the company may take place even
several times a day. According to the owner, in the era of a pandemic, it is necessary
to exchange information faster with contractors. This does not only apply to the
transmission of information, but above all to the speed of decision making.

The Covid-19 pandemic definitely influenced changes in the area of processes
carried out in the surveyed company. The company, wanting to be flexible, adapted
to the new environmental conditions and reclassified to one of the previously serviced
industries. All production was focused on medical gases and serving medical entities.

The Covid-19 pandemic also contributed to the expansion of the organizational
structure of the enterprise. It has built an outsourcing project department that deals
with installations.

The business owner declares that the flexibility of all operation also covered the
area of work and employment. The period of the pandemic affected employee
turnover and the number of working hours, but it did not affect changes in the
workplace. Employees did not undertake remote work. The pandemic situation forced
the enterprise to allocate employees to different jobs, but always in accordance with
the qualifications. The Covid-19 pandemic also affected the number of hours worked
by the employees, but all overtime hours were additionally paid.

Currently, the surveyed Ukrainian enterprise does not organize trainings or
courses that contribute to increasing entrepreneurship among employees or increa-
sing the flexibility of organizational activities. In turn, training courses are organized
to develop employee competences.

Case study 8 (UAZM)

The last entreprise which is presented is a entity that produces packaging materials
in Ukraine, such as technical stretch film or packaging tapes. It is classified as
a medium-sized enterprise with relatively stable employment, also in the time of the
Covid-19 pandemic.

Analysing the economic situation during the pandemic, the firm’s manager
indicates that the financial results have remained unchanged. However, a clear
change in the structure of customers was visible, i.e. the turnover with clients from
the food sector increased significantly, while the revenue from customers from the
industrial sector clearly decreased. It is also estimated that the Covid-19 pandemic
resulted in the discontinuation or suspension of operations of approximately 10% of
the firm’s customers. On the other hand, when assessing the situation in the entire
packaging industry, it should be stated that despite a certain financial stabilization in
the sector, the structure of target groups has changed significantly. This applies
especially to the reduced turnover with foreign countries, and for some companies
even the necessity to operate only on the domestic Ukrainian market.
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When assessing the entrepreneurship of employees, the manager of the enterprise
indicated that in general employees can be assessed as enterpreneurial. He emphasi-
zed that employees are one of the firm’s main assets and contribute directly to both
the short and long-term development of the enterprise in each of the business
segments. At the same time, the particular level of entrepreneurship of the sales
department employees was emphasized, which, however, in practice indicates that
only some of the employees act in an entrepreneurial manner. In addition, sales
support, as it were, requires the activity of initiative and commitment, so it is a typical
activity in any enterprise and it is difficult to talk about a satisfactory level of
entrepreneurship. It is also declared that the Covid-19 pandemic did not affect the
entrepreneurial attitudes and behaviour to a greater extent. The business manager
believes that the internal policy is to involve employees in the production and
distribution process as much as possible, and therefore employees are required to be
entrepreneurial regardless of the pandemic or other market turbulence.

By indicating whether intrapreneurship is appreciated and rewarded in the
enterprise, the answer was affirmative. The enterprise has a policy of material
incentives for employees, based on remuneration for work results. The higher the
productivity of employees, the higher the salary level. During the pandemic, the level
of remuneration even doubled for selected employees, thanks to their active and
aggressive efforts to expand the sales market. It should be noted that still only one
group of employees is mentioned here — sales employees.

During the analysis of intrapreneurship in the firm, a certain misunderstanding of
the very concept of internal entrepreneurship was noticed on the part of the managers.
For example, when asked about the factors that may increase the entrepreneurial
orientation of employees, elements such as increasing production capacity,
introducing new products to the market, shaping new and additional goals, both on
the domestic and foreign market, were indicated. Meanwhile, this indicates to
a greater extent the management board’s activity for the development of the
enterprise by increasing sales, and not internal entrepreneurship, where an employee
similarly undertakes initiatives, show ideas and act independently for the benefit of
the organization. Such an approach to the problem suggests that the entrepreneurship
of employees in the strict sense is lower than the declared level, and understanding
the concept itself may be insufficient.

When assessing whether entrepreneurial employees contribute to the improve-
ment of the economic performance in the time of the Covid-19 pandemic, a strong
relationship was declared, which resulted in an 80% increase in turnover and more
than a double increase in gross profit. In economic terms, the pandemic period
therefore turned out to be particularly pro-development for the enterprise. At the same
time, it is emphasized that the business policy is not to increase internal
entrepreneurship in response to crisis situations, but to maintain a high level of
entrepreneurship on a daily basis. The political and economic situation in the country
forces constant and active measures to expand the market, which must be reflected in
the competences of the human resources.
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When deepening the subject of intrapreneurship, organizational autonomy was
first referred to. In this area, it was declared that employees have a number of broad
powers in making decisions and during negotiations with potential clients. It was
emphasized that working in the market segment in which the company operates
requires employees to make quick decisions in various situations, which in turn
requires the delegation of some powers from managers to employees even at lower
levels of the organizational structure. Employees are actively involved in the creation
of a new product range for the enterprise and the permanent improvement of existing
products. In order to support the independence of employees, and at the same time
reduce the risk of wrong decisions, employees regularly visit specialized fairs
or exhibitions to gradually increase their knowledge about current market trends.
Thus, the Covid-19 pandemic did not significantly affect the willingness of
employees to take autonomous actions and decisions, as independent action is one of
the basic requirements for employees (especially in the area of sales). It was even
indicated that:

“Employee independence is one of the main factors of economic success and
progressive development of the enterprise. We do not think that external
factors will be able to change our policy.”

Another area within the entrepreneurial orientation is proactivity, where
employees are constantly looking for opportunities and trying to stay ahead of the
competition by anticipating future demand. In this respect, the top manager also
declares a high level of proactivity, indicating, however, its close relationship with
the increased risk of activity. However, it is emphasized that the analysis of historical
data shows that proactivity turned out to be more justified and purposeful in
comparison with the losses related to missed decisions. This encourages proactivity
in all groups of workers. At the same time, in the era of the Covid-19 pandemic, due
to social constraints related to the epidemic, market stagnation and intensified
competition in the industry, it is necessary to take measures with a greater scope of
proactivity. Hence, employees began to analyse the economic situation in more detail
and anticipate the possibility of certain events, which in turn saves both labour
resources and the financial resources.

As part of the analysis of the entrepreneurial orientation of the enterprise, the risk-
taking of employees, i.e. taking bold actions, initiatives and projects with the risk of
failure, should be assessed as much lower. During the interview, it was only indicated
that the enterprise, as one of the leaders in the industry, by taking many pre-emptive
actions, directly exposed itself to the risk of failure. It is included in the business
operations, but we are talking about a strategic approach, not risk-taking by individual
employees as their own decision. Similarly, when discussing changes during the
pandemic, the increased level of risk of the business operations due to the existing
information deficit was indicated, but it concerned the entire enterprise and decisions
at the managerial level.

In an attempt to diagnose whether the employees are innovative, it was declared
during the interview that all employees are involved in development processes,
including creating innovative products and introducing them to the sales market.
As indicated:
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“It is the innovative activities of employees for the development of our

company that are the basis for increasing competitiveness on the market.”

There was also no clear link between the pandemic crisis and the change in
attitudes and behaviour of innovative employees in the business area, adding that
external factors do not determine the internal “microclimate” of an innovative
enterprise.

The analysis of the dimension of competitive aggressiveness of the enterprise
showed that in the industry in which the company in question operates, it is
a necessity. According to the indications of the manager, 90% of contracts in the
packaging industry are exclusive, and therefore direct and intense competition with
competitors to eliminate them from the market is a condition for expanding the pool
of customers. During the Covid-19 pandemic, the studied enterprise continued to be
aggressive towards competition, even at an increased level. It should be noted that
the described case study concerns an enterprise which, as one of the few, perceives
competitive aggressiveness in positive terms, as a natural element of operating in
a turbulent and highly competitive environment.

In the next research area, which was the analysis of organizational flexibility in
the functioning of the company, the manager declared that the flexibly responds to
changes in external conditions, but also often sets new trends in the development of
a given market segment. The high level of flexibility of the enterprise any applies to
both the product range and the commercial conditions offered to customers. The level
of organizational flexibility has not changed in the recent period — the Covid-19
pandemic, as it was not required by the situation in the industry.

Referring to the internal resources of the enterprise, which determine the level of
competition in the business environment, the particular importance of this relation-
ship was declared in the time of the Covid-19 pandemic. Thanks to the financial
stability, the quality of products and services was maintained at the level of the pre-
pandemic period. In addition, the streamlining of business processes and stricter
quality standards, which have always been one of the competitive advantages, have
been refined, which allowed to partially offset the negative impact of pandemic
restrictions.

In order to operate flexibly, the surveyed enterprise was forced to make changes
at the strategic level, especially in the area of purchasing policy. The instability of
raw material supplies from the European Union and the USA forced the creation of
a long-term system of planning and storing raw materials in the warehouse, instead
of just-on-time purchases.

When discussing the issue of flexible response to changes and market trends, the
enterprise emphasizes faster response to price fluctuations of raw materials and semi-
finished products used in the production process of packaging materials. The level of
reaction to market changes has always been quite high in the opinion of the
company’s manager, but during a pandemic, thanks to direct contracts for the import
of raw materials, the company moves around the market faster in periods of deficit,
thanks to which the supply of products to customers remains unwavering.
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At the same time, the Covid-19 pandemic has forced an increased involvement of
resources in order to respond quickly to market needs and to respond to the changing
market capacity.

On the other hand, the unwavering points to a problem with the response time to
changes in the environment, which was extended due to the slowdown in information
exchange and the need to verify data from contractors. Similarly, the speed of
information exchange with the company’s stakeholders has slowed down due to the
fact that many contractors have switched to remote work, which influenced, among
others, to slow down decision-making processes. Until the pandemic period, the
surveyed enterprise had an uninterrupted flow of information both inside the firm and
with external stakeholders.

The organization of production and distribution in the enterprise did not change
significantly during the Covid-19 pandemic. The business manager emphasizes that
there has been no change in the organizational structure or the level of use of the
firm’s resources. Although he declares that there was no need for changes, it
indirectly points to poor flexibility in the area of production and distribution
organization, where the enterprise has little possibility of modifying previously
established processes.

Human resources in the studied enterprise were characterized by a much greater
level of flexibility. The level of functional flexibility and flexibility of work in the
surveyed company was high and clearly increased during the Covid-19 pandemic.
The period of quarantine and increased absenteecism made it necessary to rotate
employees within individual workplaces, and sometimes even to combine work
positions. The workload of individual employees also increased, which resulted from
the need to replace employees in quarantine. Thus, the number of hours worked by
individual employees has increased significantly, even though the total number of
hours worked by department has decreased. Such flexible human resource
management has not met with greater resistance from employees who have adapted
to this unusual market situation. There was also a visible tendency in the era of Covid-
19 to increase the scope of remote work. In this case, it concerned only office
workers, while the work in other positions did not change.

It was also declared that the surveyed enterprise undertakes continuous actions to
increase awareness and skills in the field of organizational entrepreneurship and
flexibility of operation. Employees regularly receive internal training; the enterprise
also uses external educational experts.

4.3. Summary of Case Study Results

The intensive development of qualitative research methodology increases
the interest in using the case study in research in the social sciences, although many
researchers still consider the case study as a specific research strategy.

The choice of the case study as a method of researching entrepreneurial orientation
and organizational flexibility was dictated by the fact that there are many quantitative
studies on this subject in the literature, but for a given phenomenon to be fully

137



understood, it should be analyzed in relation to the environment in which it occurs.
Verification of specific phenomena is especially necessary in periods when the
environment is highly volatile or unstable. This is because social phenomena evolve
successively, and periods of turbulence (e.g. market turbulence) accelerate these
modifications. In the case of organizational processes and behaviors of organization
members, the relationship with the environment is complex, because the environment
affects the processes and behaviors in the organization, but they also shape the
environment (especially the competitive environment). In order to correctly diagnose
the causes of changes, interpret them in the context of the environmental forces
affecting them and indicate potential management solutions, an in-depth study in the
form of a case study becomes advisable.

Although qualitative research should not constitute the basis for formulating
generalizations for the entire population, the juxtaposition of the results of multiple
case studies gives a chance to notice certain regularities, which may be the basis for
taking further research steps. Thus, when assessing the entrepreneurial orientation of
the surveyed companies, it should be stated that the level of this orientation is not
high in any of the surveyed enterprises (Table 4.1). When trying to compare the
results for individual entities, it can be stated (although not generalized) that
Ukrainian companies turned out to be more entrepreneurial than enterprises operating
in Poland. On the other hand, taking into account the size of enterprises, a higher
level of entrepreneurial orientation was visible in medium-sized enterprises than in
small enterprises. It can be concluded that the smaller the company, the greater the
role of the owner who represents the majority of acts of entrepreneurship, thus
limiting the role of internal entrepreneurship of the company.

When analyzing the results of the in-depth interview for individual dimensions of
entrepreneurial orientation, one should pay attention to some specific features. In the
area of autonomy, there is a significant discrepancy between the surveyed enterprises
in Poland and Ukraine, where organizational autonomy is at a much higher level.
It seems that Ukrainian enterprises provide employees with greater independence in
action, which brings economic benefits. On the other hand, Polish enterprises rely
more often on procedures and well-established paths of action, which limits the
autonomy of employees. The study also showed that firms in Ukraine are more
aggressive towards their competitors. Active competition was also more often
indicated as a necessity rather than just an opportunity for the enterprise. On the other
hand, in Polish enterprises, competitive aggressiveness was often assessed negatively
(business ethics were cited) and the level of activities aimed at eliminating
competition from the market was low (Table 4.1).

Summarizing the impact of the Covid-19 pandemic and the crisis it causes on the
level of entrepreneurial orientation of the surveyed enterprises, it is necessary to point
out a significant difference between businesses in Poland and Ukraine (Table 4.2).
Basically, Ukrainian enterprises have responded to the crisis pandemic increased
entrepreneurial orientation, especially in the areas of risk taking, proactiveness
and increased autonomy. Meanwhile, Polish enterprises have reduced their
entrepreneurial orientation, putting more emphasis on proven, or even conservative
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behavior. The aversion to taking risks in an uncertain crisis situation is particularly
evident. It can be said that the new economic reality perceived by Polish companies
as a threat, not an opportunity. For the same reason, there was probably a decrease in
the level of innovativeness in Polish enterprises that decided to rely on proven
business solutions and refrain from introducing new products.

Table 4.1. The level of entrepreneurial orientation of the enterprise within
individual dimensions

Dimensions of Enterprises from the SME Enterprises from the SME
entrepreneurial sector in Poland sector in Ukraine
orientation of the 1 2 3 4 5 6 7 8
company PLIS PL2S PLIM | PL2M UAIS UA2S | UAIM | UA2M
Organizational autonomy + ++ + ++ ++ +++ ++ ++
Proactivity + ++ + ++ + ++ + ++
Risk taking + + ++ + + + +++ +
Innovativeness + + ++ ++ + ++ + ++
Competitive ++ + + + + + + ++
aggressiveness
General level of
entrepreneurial + + + + + + + +
orientation of the
enterprise

where: level is indicated by: + low level; ++ medium level; +++ high level;
Source: own study based on research

Table 4.2. Changes in the entrepreneurial orientation of the enterprise within indi-
vidual dimensions in the era of Covid-19

Dimensions Enterprises from the SME Enterprises from the SME
of entrepreneurial sector in Poland sector in Ukraine
orientation of the 1 2 3 4 5 6 7 8

company PLIS PL2S PLIM | PL2M UAIS UA2S | UAIM | UA2M
Organizatonsl o | v o L] o [ e | ] o
Proactivity 0 + — ++ 0 0 ++ +
Risk taking + - - — 0 T+ T+ +
Innovativeness 0 0 - + 0 + + 0
Compe_:tmve N 0 0 0 0 0 0 N
aggressiveness
Change in the general
level _of ent_repreneurlal 0 0 3 N 0 + - .
orientation of the
enterprise

where: change is denoted by: — large decrease; — slight decline; 0 no change; + slight growth; ++ big
growth

Source: own study based on research
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The case studies conducted on a group of Polish and Ukrainian enterprises from
the SME sector showed that the level of flexibility in the activities of most firms is
quite high. It turns out that small enterprises, i.e. with up to 49 employees, declare
a lower level of flexibility in selected dimensions of organizational skills. Research
shows a correlation between the size of the enterprise and the level of flexibility in
the business activities. Along with the increase in employment, the declared level of
organizational flexibility in the examined capacity dimensions grows. Medium-sized
enterprises, both Polish and Ukrainian, are characterized by a higher level of flexible
activities in a turbulent environment. It turns out that a high level of flexibility in
medium-sized enterprises most often occurs in terms of quick identification of market
trends, quick response to market expansion and/ or contraction, quick response to
market needs and the ability to use the business resources. Unfortunately, small firms
declare a low level of flexibility in most of the analyzed dimensions of organizational
skills. Similar research results were obtained in both studied groups of enterprises.
It is difficult to find any differences in the declaration of the level of flexible activities
in the dimensions of the organizational capacity of Polish and Ukrainian enterprises.
The interviews showed that both in Poland and in Ukraine, the conditions of the
business environment are quite difficult for entrepreneurs and enforce flexibility in
all areas of business operations (Table 4.3).

Table 4.3. The level of flexibility in selected dimensions of organizational ability

. . Enterprises from the SME Enterprises from the SME
Selected dm.lens.lons sector in Poland sector in Ukraine
of the org.al.n.zatlonal 7 2 3 7 5 5 7 S
flexibility
PLIS PL2S PLIM | PL2M UAIS UA2S | UAIM | UA2M
_ Ability to quickly + NIRE [NIRIVE + ++ |
identify market trends
Ability to react quickly to
market expansion and / or + + -+ ++ + ++ + -+

contraction

Ability to quickly respond
to the needs of the envi- ++ + +++ ++ + ++ ++ ++
ronment (market)

The ability to quickly
flow information inside
the enterprise and with

external stakeholders

The ability to use the
company’s resources

++ ++ -+ ++ + + -+ ++

Functional abilities

. + ++ ++ + + + + bt
in the area of work

The overall level of
organizational flexibility + ++ +++ ++ + ++ ++ 4
of the enterprise

where: level is indicated by: + low level; ++ medium level; +++ high level;

Source: own study based on research
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The impact of the Covid-19 pandemic and the crisis it triggered influenced the
level of flexible behavior and abilities of the surveyed enterprises in Poland and
Ukraine (Table 4.4). This situation particularly affects medium-sized enterprises.
Small Polish and Ukrainian firms declare, in the time of the pandemic, no changes or
a slight increase in this type of behavior in the dimensions related to the rapid flow
of information inside and outside the enterprise, and in the dimension of work
flexibility. Differences in activities during the Covid-19 pandemic were found among
medium-sized Polish and Ukrainian enterprises. It was noticed that Polish medium-
sized enterprises recorded an increase in the level of flexibility in terms of quick
response to changes in the market size and the needs of the environment, while an
increase in the level of flexibility in the dimension of quick identification of market
trends was found among Ukrainian medium-sized enterprises. The ability to use the
business resources has not changed during the pandemic in Polish enterprises, but has
increased in Ukrainian enterprises. The level of flexibility in the dimension of labor
flexibility, which should be clearly increased in the time of the pandemic, increased
at a comparable level in both groups of enterprises. It can be indicated that even in
Polish companies this level was slightly higher. In summary, it is noted that the
overall level of organizational flexibility during the Covid-19 pandemic was slightly
higher among Polish enterprises compared to Ukrainian enterprises.

Table 4.4. Changes in the level of flexibility in selected dimensions
of organizational ability in the Covid-19 era

. . Enterprises from the SME Enterprises from the SME
Selected (.hm.ensnons O,f sector in Poland sector in Ukraine
the organizational flexi-
bility 1 2 3 4 5 6 7 8
PLIS PL2S PLIM | PL2M | UAIS UA2S | UAIM | UA2M
. Ab.111ty to quickly 0 n n — 0 — — —
identify market trends
Ability to react quickly to
market expansion and / or 0 0 ++ ++ 0 + ++ +

contraction

Ability to quickly respond
to the needs of the 0 0 ++ ++ - ++ ++ +
environment (market)

The ability to quickly flow
information inside the en-

. ) + + ++ + 0 ++ ++ -
terprise and with external
stakeholders
The ablht},z to use the com- 0 0 " 0 0 4 Tt T+
pany’s resources
Functional abilities in the 0 — — i 0 T + +

area of work

Change in the overall level
of organizational flexibil- 0 0/+ ++ ++ 0 +/++ ++ +
ity of the enterprise

where: change is denoted by: — large decrease; — slight decline; 0 no change; + slight growth; ++ big
growth

Source: own study based on research
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The qualitative research, conducted during the pandemic crisis, showed
interesting tendencies and behaviors of entrepreneurs in Poland and Ukraine. It seems
that the observed differences and similarities may justify undertaking broader
quantitative research in the area of building the entrepreneurial orientation of the
organization and the organization’s ability to be flexible in the time of the Covid-19
crisis.
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Conclusion

The issues discussed in the monograph related to building the competitiveness
of small and medium-sized enterprises (SMEs) through the development of
entrepreneurial behavior and the ability to organizational flexibility, in the time
of the Covid-19 pandemic, show the importance of research. It is confirmed that
entrepreneurship considered from the perspective of the behavior of members of the
organization and the flexibility of the organization condition the development and success
of the organization in the conditions of the business environment. The Covid-19
pandemic highlighted the importance of crisis management in organizations and the
need to search for entrepreneurial or adaptive behavior, and therefore the
need for strategic renewal of the existing business and organizational flexibility.
Entrepreneurship and flexibility of the organization’s operation in the time of the
Covid-19 pandemic are the answer to the problems of management in the time
of the crisis resulting from the Covid-19 pandemic. It turns out that the ability and
skills to adapt to very difficult business conditions and the entrepreneurial orientation
of the members of the organization allow for faster adaptation to new conditions of
functioning on the market and for building effective tools for business management.
These activities help to achieve the appropriate level of competitiveness required in
the era of a pandemic.

The specificity of the activities of enterprises from the SME sector shows that the
management process in this type of organization requires specific actions that enable
enterprises to function on the market. Crisis management is often associated with the
search for solutions, also in the area of entrepreneurial orientation and organizational
flexibility. Particular actions are necessary in the dimension of organizational
autonomy of employees, their proactivity, innovation, aggressive competitiveness, or
risk taking by them. The period of economic closure, limited possibilities for the
functioning of companies made the dimensions of entrepreneurial orientation very
important from the perspective of survival on the market and the competitiveness of
enterprises. Moreover, organizational abilities in terms of the flexibility of enter-
prises’ operations have turned out to be particularly important in the times of
a pandemic. Abilities in the dimension of quick identification of market trends, quick
response to the expansion and / or contraction of the market, quick response to the
needs of the environment (market), the company’s ability to quickly flow information
inside and outside, the ability to use the business resources and the ability to flexibly
operate in the functional area and work, they create a level of flexibility, allowing
enterprises to operate in difficult markets. Managing firms in the SME sector requires
managers to assess critical areas and take actions that will favor the organization.
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Changes in the crisis management process should not always be made in all areas,

and the changes should be quick and adapted to business conditions.

The main goal adopted in the monograph, namely: Diagnosis, understanding,
description and explanation of the significance of the influence of entrepreneurial
orientation and organizational flexibility on management in small and medium-sized
enterprises in a pandemic crisis, was achieved. The goal was achieved by reviewing
the international literature on the subject and conducting case studies using the
interview method. The qualitative method used allowed for finding out about the
facts, opinions, attitudes, and attitudes towards the examined problem in a given
community. An attempt was made to fill the cognitive gap that emerged in the face
of changes in the conditions of the functioning of enterprises resulting from the
Covid-19 pandemic. Thus, an analysis was made of the use of the concept of
entrepreneurial orientation and organizational flexibility to overcome threats, but also
to seize the opportunities associated with new market conditions in the time of the
Covid-19 pandemic, with particular reference to small and medium-sized enterprises.
In-depth research was carried out in Poland and Ukraine, which allowed to draw
general conclusions and indicate recommendations for future research directions.

In response to the research question RQ1: What are the differences in
implementation and influence on management of entrepreneurial orientation in small
and medium-sized enterprises in Poland and Ukraine? the following conclusions
were formulated:

— Ukrainian enterprises in general turned out to be more entrepreneurial than
enterprises operating in Poland,

— a higher level of entrepreneurial orientation was more visible in medium-sized
companies than in small companies,

— Ukrainian enterprises, compared to Polish ones, are characterized by a much
higher level of organizational autonomy,

— enterprises in Ukraine are more aggressive towards competition, compared to
enterprises operating in Poland,

— 1in general, the Covid-19 pandemic and the crisis it triggered changed the level of
entrepreneurial orientation of Polish and Ukrainian enterprises,

— Ukrainian enterprises reacted to the pandemic crisis by increasing their
entrepreneurial orientation, especially in the areas of risk taking, proactivity and
increased autonomy,

— in the era of the pandemic, Polish enterprises reduced their entrepreneurial
orientation, focusing on conservative actions, i.e. behaviors that were proven,

— Polish enterprises revealed their reluctance to take risks in an uncertain crisis
situation,

— the pandemic crisis caused a decrease in the level of innovation in Polish
companies, which was not recorded in Ukrainian enterprises.

In turn, in response to the research question RQ2: What are the differences in
implementation and influence on management of organizational flexibility in small
and medium-sized enterprises in Poland and Ukraine? the following conclusions were
formulated:
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— the level of flexibility in the activities of most Polish and Ukrainian enterprises is
quite high,

— there are no clear differences in the level of flexible activities in terms of
organizational capacity among Polish and Ukrainian enterprises,

— both in Poland and in Ukraine, the conditions of the business environment are
quite difficult for entrepreneurs and require flexibility in all areas of operation,

— small companies declare a lower level of flexibility in the selected dimensions of
organizational skills,

— medium-sized enterprises, both Polish and Ukrainian, are characterized by
a higher level of flexible activities compared to small enterprises,

— high level of flexibility in Polish and Ukrainian medium-sized enterprises most
often occurs in terms of quick identification of market trends, quick response to
market expansion and / or contraction, quick response to market needs and the
ability to use the business resources,

— 1in general, the Covid-19 pandemic and the crisis it triggered had an impact on the
level of flexible behavior and capabilities of enterprises in Poland and Ukraine,

— Polish and Ukrainian small enterprises declare, in the era of a pandemic, a slight
increase in this type of behavior in terms of the rapid flow of information inside
and outside the company, and in terms of work flexibility,

— Polish medium-sized enterprises recorded an increase in the level of flexibility in
terms of quick response to changes in the market size and the needs of the
environment,

— Ukrainian medium-sized enterprises, in the time of the pandemic, showed an
increase in the level of flexibility in terms of quick identification of market trends
and the ability to use the business resources,

— the level of flexibility in the dimension of work flexibility increased in the
pandemic era in both groups of enterprises, it increased slightly more in
enterprises operating in Poland,

— in general, the period of the Covid-19 pandemic contributed to an increase in the
level of organizational flexibility a little more in Polish enterprises compared to
Ukrainian enterprises.

The presented monograph may be useful from the point of view of management
practice by, firstly, indicating practical ways to intensify entrepreneurial orientation,
and, consequently, building an entrepreneurial organization, and secondly, by
indicating the dimensions that determine the ability of enterprises to flexible market
behavior.

The multifaceted nature of the subject matter in the monograph and the broad
thematic scope of the scientific problem undertaken, the obtained results of
theoretical research and qualitative research do not exhaust the topic. They can even
act as an incentive and cause for further theoretical and empirical considerations, i.e.
they constitute directions for future research. The ability to assess the impact of crisis
environment conditions on entrepreneurial orientation and the level of organizational
flexibility in managing organizations in many countries can fill the research gaps that
emerged during the Covid-19 pandemic. The unpredictability of the operating
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conditions of enterprises in the time of the Covid-19 pandemic and the crisis caused
by the restrictions related to the epidemic, in individual countries, determine the
conditions for the development of enterprises, not only in the SME sector.
Conducting research on a larger scale (research on a representative group), including
quantitative research, will enrich knowledge in the field of management and quality
sciences.
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