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IMPACT OF THE SOCIOECONOMIC FACTORS ON THE
PUBLIC WELFARE

Zinta Lauva, Mg.paed., lecturer, Alberta College
zinta.lauva@alberta-koledza.lv
Maija Anspoka, Mg.sc.soc., lecturer, Alberta College
maija.anspoka@gmail.com
Velta Basevic¢a, Mg.sc.soc., senior referent,
Ministry of Education and Science,
velta.basevica@izm.gov.lv

Abstract

The authors conducted a study in 2014 with the objective to identify the impact
of national development and socioeconomic factors on the public welfare. 400
respondents were interviewed for this purpose. Riga was selected as the
location for the conduct of the study. Despite the experienced economic crisis,
the consequences of which are still felt not only in Latvia, but also beyond its
borders, the society is very optimistic in general, since 50% of the respondents
consider that the economic situation in the country has improved.
Unemployment and poverty were mentioned as the most important
socioeconomic factors. The fact that the respondents consider that the church
has to get involved in the solving of the economic problems was surprising.

The authors will provide more insight into the results of the study in the
following paper.

JEL Code: 132

Keywords: public welfare, economic situation, social problems.

Introduction

Contemporary society lives in the high-tech era, and the welfare level determines that
the majority of the world population does not have to worry that the socioeconomic
factors, such as education, employment, regular income, permanent place of residence
could have an impact on the quality of their life.

Public opinion on its welfare is largely related to the level of economic development.
Despite the fact that until 2007 the economic development of Latvia was rather rapid
(according to the data of CSB, in 2006 the growth of the gross domestic product
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(GDP) of Latvia was 11.9%, in 2007 — 10.2%), it was overshadowed by very high
inflation (in 2006 — 6.8%, in 2007 — 14.1%) and emigration of the labour force. The
financial and administrative crisis of 2008-2010 in Latvia that started in 2008 under
the impact of the global financial crisis in 2007—2010 also had an impact on the public
opinion and satisfaction of the people with their living standard. During the economic
crisis the unemployment in Latvia rose from 5% in January 2008 to 16.6% in
December 2010. Unofficial estimates show that the unemployment affected a far
larger proportion of the population than it was reflected in the statistics. At the
moment, no inflation increase can be observed and economic growth has restarted.
However, emigration of the labour force is still a major problem.

Although a relative economic and political stability has been achieved in the country,
the mood of the population is affected by the current global political turmoil
(annexation of Crimea, warfare in Ukraine and Syria), which has impact on both the
economic growth and public welfare. In view of the current situation in the world and
Latvia, the authors wanted to find out the public opinion on how they evaluate the
situation in the country and their own current situation.

Such phenomena as poverty, economic problems and social problems, which include
both low income and access to educational and medical services and cultural measures
have a significant impact on the public opinion.

It is no secret that Latvia is the fourth poorest country in the European Union even
despite the rapid economic growth. If we wish to understand why there is such a big
difference between the rich and the poor countries, then we need to look back at the
time when this division into rich and poor countries took place. As history shows, it
happened around 1800 when the new economic era was forming. Economic historian
Simon Kuznet defined it as the period of modern economic development. Until then
the economics did not have great importance, and the increase in the global population
was minor — from 230 million at the time of the Christ to 270 million in the year 1000.
Until 1800 the number had reached 900 million. Until around 1800 the actual living
standards were changing even slower. Based on the historical facts, there were
virtually no noticeable changes in the living standard during the first millennium after
the Christ. During the following eight hundred years the income per capita increased
by around 50%.

The period of economic development experienced both the increase in population and
in the income per capita, and took a sharp and unexpected growth turn. Within two
centuries, the population grew very rapidly and increased six-fold. As the third century
approached, there were 6.1 billion people in the world. There is no end in sight to this
progression. The average income per capita was growing even faster — from 1820 to
2000. The income per capita in the United States of America increased almost by 25
times while in the Western Europe it was 15 times. The growth of population and their
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income per capita contribute to a fifty-fold increase of economic activity during the
last 180 years.

Current gap between the rich and poor countries is the result of modern economic
growth. The public opinion on welfare is largely determined by whether they live in
the so-called rich or poor countries.

Methodology

The study was based on the quantitative data collection method — surveying.
Surveying is one of the research methods, the main purpose of which is to allow the
respondent to fill out a questionnaire or a survey sheet that is understandable to
him/her on his/her own. The questions contain the research problem at the empirical
level. Surveying allows for statistical processing of the data. Contrary to the statistical
data collection, the surveying provides subjective opinion and impressions of the
surveyed experts rather than objective facts. During the survey a representative part of
the whole target audience of the organization is asked questions in order to identify
their level of satisfaction. Surveying can vary depending on the research objectives
and the available resources. Usually the surveying takes place in the form of
questionnaires. The questionnaire usually contains series of questions, which the study
subject has to respond to. Most often it is used in situations where the sample is large
in numbers and where the respondents have the anonymity guarantee. The
questionnaire employs closed-ended questions provided with all possible responses.

Population of Riga city was identified as the target group of the study. The available
(convenience) sample was used to form the study sample. The samples are used in
cases where a lot of different people are conveniently available to be involved in the
study, for example, student groups, parish, social services, etc. This allows for
obtaining the data that demonstrate certain trends, and sampling error cannot be
determined for such a sample. The sample size was based on the experience of the
Gallup Institute where a sample of 1500-2000 people is used. Accordingly, the size of
the local study could vary from 400—600 people.

The objective of the study was to determine how the national development and the
socioeconomic factors affect the public welfare. A study involving 400 respondents
was conducted in 2014 for the purpose of achieving that objective. The study was
conducted in Riga.

Public Opinion on the Economic Situation in the Country

The authors wanted to find out through their study how the national development affects
the opinion of the people on their welfare. It was based on different socioeconomic
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factors. During the research the authors asked the respondents how they evaluated the
current economic situation in the country, and whether they were concerned about the
economic situation in the country. These questions were asked to understand the mood
that prevails in the society in regard to the economic development of the country.
Economic development is one of the indicators that allows for forming a judgement on
whether the country is rich or poor.

This is an eternal question - what do people understand by welfare and what it means
to them. Essentially, it is all that people dream of, and obtaining of that conforms to
some of their needs or claims, thus causing satisfaction. Those are the things that are
hard to come by and that cannot be obtained by anyone who desires them. Those are
the values that everyone aspires to but they are limited in stocks. The most important
of those are material welfare, power and prestige.

When asked, “How do you currently rate the economic situation in the country?”’, 50%
of respondents replied that, in their opinion, it has improved; 37% considered that it
has remained the same and only 13% said that it had declined (see Figure 1).

m It has improved
B It has remained the same

! It has deteriorated

Figure 1. How do you currently rate the economic situation in the country?

Taking into account that the Latvian economy has not suffered any major turmoil
since 2008, these results can be rated as good, and they give certain hope that the
general welfare level of the society has increased or at least remained at the same
level.

10
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Although 50% of the respondents were of the opinion that the economic situation in
the country has improved, yet 83% of the respondents still had marked that they are
concerned with the economic situation in the country. Perhaps, it is the consequence
of the recent economic crisis, and the people have not yet regained their previous
income level and sense of safety in regard to the future.

Unemployment

The most significant problems in the Latvian labour market are emigration of the
labour force abroad and high unemployment (in 2014 the number of registered
unemployed persons in Latvia reached 9.8%). Various economic studies that have
strong impact on the labour market are constantly conducted in the country. They
study the labour force demand and supply, development of long-term labour market
forecasting system and ensuring it with adequate information; quality and availability
of educational programs and their conformity to the labour market trends; geographic
mobility of the labour force; problems of balanced development of regional labour
market; gender equality aspects in the labour market; establishment of optimal tax,
benefit and salary system that would encourage employment; social exclusion aspects
in the labour market; working conditions and risks, as well as unregistered employment.

The labour market and ensuring of its balance are the key contemporary economic
problems. Therefore the importance of the labour market is not reduced because the
labour and economic relations have a significant impact on the growth of national
economy.

As regards the social problems, the respondents were asked to provide their opinion on
the social problems that they have observed. And the respondents gave the following
answers: 29% noted unemployment, 22% addictions, 19% poverty, 14% environmental
unavailability and 12% ethnic prejudice. The authors were not surprised that the
majority of the respondents mentioned unemployment as one of the most alarming
social problems. Unemployment, especially long-term unemployment, brings along
other social problems, such as becoming poor, giving in to addictions or aggravation
of addictions, as well as decreased cultural, racial and national tolerance.

The authors also wanted to find out, which of these social problems pose a threat to
the respondents in their opinion. The results are displayed in Figure 2.
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Figure 2. In your opinion, what social problems pose a threat to you in particular?

Figure 2 is indicative of the fact that the majority of the respondents have mentioned
unemployment in particular. Today having a job means certain stability, welfare and a
sense of security to people. Therefore it is not surprising that the majority of the
respondents are concerned about it. Although unemployment can deteriorate the living
standard of a person, only 15% of the respondents have mentioned that they are
threatened by poverty. Perhaps, it can be explained by the fact that they rely on their
family. And here the opinions should be divided into two groups — those who can and
do rely on their family and those who do not have such possibility. If a person has a
family, then unemployment does not mean that the living standard of this person will
deteriorate, because the family will take care of him.

Employment is one of the most important indicators of the development of national
economy. Therefore the employment policy is an integral part of both the national and
regional social and economic policy. An efficient policy for reducing the
unemployment is an important precondition for achieving a high level of employment.
Therefore the respondents were asked, “What, in their opinion, hinders people from
finding a better job?”

12
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Figure 3. In your opinion, what hinders people from finding a job?

The majority of respondents noted that the main reason is addictions, followed by lack
of professional experience and inability to take responsibility. Although there is a
predominant public opinion that gender affects job search, the survey demonstrated
that gender does not determine the failure to find a job. The authors of the study
consider that in order to reduce the impact of the lack of professional experience on
job prospects, practical training oriented towards educational development should be
encouraged. Also young people, who lack the professional experience the most,
should be more actively informed of the possibilities to get involved in volunteer work
programs already at school. They should seek and use opportunities of practical
training. Although such jobs are not always well-paid, they provide an opportunity to
gain the first professional experience that is so crucial for the future.

Addiction issues are inherent to all societies and all generations. A complex approach
is required that educates the students, parents and society on addictions to ensure that
maximum number of people would have the necessary information of what addiction
is and what types of addiction are there, what damage they may cause not only to the
addict in particular but also to the rest of population.

Unemployment is one of the central poverty risks. 40% of all unemployed residents
are at the risk of poverty, but those who have a job are not necessarily protected from
poverty — around 8% of all employed persons can be considered poor, because their
income is below poverty level.
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Unemployment is a social problem, complete elimination of which is nearly impossible,
but it can be reduced. It requires both commitment of national policy makers and
involvement of society.

Poverty

Nowadays scientists view poverty under many different aspects, evaluating its
economic, cultural, psychological and social dimension.

In many developed countries poverty is considered to be a very serious national
problem. Poverty is a concept related to socially disadvantaged conditions, under
which people are forced to live.

Europe and the Member States of the European Union have adopted the following
definition of poverty: individuals, families and groups are considered poor if they
possess little (material, cultural and social) means, if they are excluded from a certain
lifestyle, which is considered to be a minimum in the country of their residence.

The study revealed the respondents’ opinion on poverty. And the majority or 31% of
respondents said that in their opinion poverty is the inability to meet one’s needs, 27%
indicated that it is a lack of material means, 23% mentioned lack of money, 11% —
inability to support family, 5% — inability to pay for utilities. Poverty is mostly related
to the lack of means and relative deprivation of the individual or the social group. The
majority of the people do not live in absolute poverty, but from the perspective of the
average national living standard it can be argued that a large proportion of population
can define themselves as poor. The study shows that 93% of the respondents consider
that poverty is a wide-spread phenomenon in Latvia.

The year 2010 has been declared in Europe as the year of reducing poverty and social
exclusion. Under the impact of crisis, Latvia has declared that it will not participate in
many activities. However, it does not improve the alarming situation in the Latvian
society where almost one third of population lives in poverty or is at the risk of
poverty. What are the main causes of poverty and why can we argue that such a large
proportion of population is at risk of poverty? In their study, the authors found out that
the most crucial factor determining such large proportion of population is
unwillingness to work and economic situation, see Figure 4.

14
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Figure 4. In your opinion, what are the main causes of poverty?

In Latvia the poverty problem is largely related to the level of economic development.
Therefore it is not surprising that the economic situation is also mentioned as one of
the most significant causes of poverty.

The respondents were asked what level of income defines wealth, prosperity,
subsistence level and poverty, see Figure 5.

W Wealth m Prosperity ™ Subsistence wage ™ Poverty

virs 5000
2001-3000
£ 1201-1500
3
5 701-900

351-500 camand

50-200 & ,
0,00% 20,00% 40,00% 60,00% 80,00%
Factors

Figure 5. In your opinion, what monthly income in EUR defines wealth, prosperity,
subsistence level and poverty?
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The results show that poverty is considered when the income does not exceed the
growth of national economy; such answer was given by nearly 80% of respondents.
The subsistence level varies from EUR 350-500. The respondents admitted that the
most typical features of poverty are alienation of population from the state, followed
by corruption, infrastructure that does not meet the needs, arbitrariness of the public
bureaucracy and inability to obtain quality education, as well as insufficient
availability of material resources.

Solving the Socioeconomic Problems

Having the public welfare and what defines a person’s opinion on his/her own welfare
in mind, the authors of the study asked the respondents, who, in their opinion, should
assume responsibility for the reduction of the number of poor people and solving of
economic and social problems.

Nongovernmental organizations

Church

Municipalities

Public administration institutions
Ministry of Economic

Ministry of welfare

Responsibility

State social services

Society in general

i

0,00% 20,00% 40,00% 60,00% 80,00% 100,00%
Quantity %
For reduction of the number of poor people

| For solving of economic problems
® For solving of social problems

Figure 6. In your opinion, who in Latvia should assume the main responsibility for the
reduction of the number of poor people, solving of economic and social problems?

It follows from Figure 6 that the majority of the respondents consider that settling of

these issues should be handed over to the public administration institutions

(governmental institutions, the Ministry of Economics, the Ministry of Welfare, social

services). The authors of the study were surprised that nearly 69% of respondents

noted that the church should solve economic problems. Perhaps, it is related to the

great trust that people have in church and disappointment with the work of the public
16
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administration institutions and alienation from the state. Perhaps, this results from the
continued promises of the government to do their best in order to improve the public
welfare. This alienation from the state and the Latvian politicians in particular was
demonstrated in the study conducted by the authors where they asked whether the
respondents trust the Latvian politicians. The dominant majority of 92% responded
that they do not trust and only 8% trusted them. It has to be considered that the
government possibly lacks the funds to invest in adequate infrastructure. Despite that
the governments are the key players when it comes to investment in public benefits
and services, such as health care, streets, electricity, education, etc. If there is lack of
funds, it may be determined by the fact that first, the population is so poor that no
taxes can be obtained from them; second, the government is so incompetent, incapable
or corrupt (is it the case of Latvia???); third, the government has to manage such a
large loan from the previous years that the tax income leaves nothing behind for
investment purposes. The previously accumulated debts destroy the vision of future
growth. Due to such circumstances, tax relief is probably the only option to get out of
the vicious circle and fiscal crisis.

Also the survey aspired to find out the opinion of whether the society can affect the
national policy making. 30% of respondents thought that national policy making can
be affected by getting involved in a social movement, 28% — by participating in
elections, 17% — by joining political parties, 8% — by holding demonstrations and
strikes and 2% — by not participating in elections. Only 15% considered that there is
no way to affect the national policy making. Despite the fact that 15% is a
considerable quantity, the opinion that the society can have at least some impact
predominates. This is proved by the continuous protests of the teachers and ever
increasing involvement of young people in the work of political parties and by
standing for elections.

However, if we return to welfare and the socioeconomic factors that affect the public
welfare, then we have to continue the discussion on the growth of national economy.
Economic growth requires the governance that sets development as a goal. It has to
settle many tasks. It has to manage and finance the previous infrastructural projects
that have to be made available to the whole population, not just a selected part of it.
The same applies to social services. The government has to achieve the conditions that
would appeal to the private investors so that they could be certain that the
implementation of economic activities they have initiated and retaining of the future
income will be possible. The government has to restrict its craving for bribes and side
income. What follows next is the obligation to ensure internal peace and security so
that no one would have to be afraid. It should develop legal provisions determining the
property rights and impartially follow the receiving of procurement orders. Finally, it
should take care of defending the national territory against potential invaders.

17
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If the government is not doing its best in one of the tasks, then it is certain that economy
will suffer as well. In some cases it might even lead to crisis. In extreme cases where the
governments are unable to fulfil even their basic duties, the talks on “state failure” may
even lead to wars, revolutions, putsches, anarchy and similar issues.

Very often the state failure not only causes economic disasters, but also signifies their
last stage. The state failure and economic disruption may mutually lead to a downward
spiral of instability.

1)
2)

3)

4)

8))
6)

7)

8)
9)

Conclusions

The authors chose to use survey method for the conduct of the study. 400
residents of Riga aged 18 to 62 years took part in the survey.

The public opinion on its welfare is largely related to the level of economic
development.

Although a relative economic and political stability has been achieved in the
country, the mood of the population is affected by the current global political
turmoil (annexation of Crimea, warfare in Ukraine and Syria), which has its
impact on both the economic growth and public welfare.

The labour market and ensuring of its balance is one of the contemporary
economic problems. The importance of the labour market is not reduced because
the labour and economic relations have a significant impact on the growth of
national economy.

Unemployment was mentioned as one of the most important social problems.
Employment is one of the most important indicators of national economy
development; therefore the employment policy is an integral part of both the
national and regional social and economic policy.

Following the experienced economic crisis, and despite the global political and
economic turmoil of 2014, 50% of respondents consider that the economic
situation in the country has improved.

93% of the respondents consider that poverty is a wide-spread phenomenon in Latvia.
Economic growth requires the governance that sets development as a goal.

References

Centrala statistikas parvalde (n.d.). www.csb.gov.lv Retrieved from https://www.csb.gov.lv
Sachs Jeffrey, D. (2005). Das Ende der Armut. Siedler Verlag: Miinchen
Sullivan, T.J. (2001). Methods of Social Research. Harcourt College publishers. pp. 185-214.

Hobpenbkos, B. U, & Kpasuenko, A. 1. (2006). Memoow: coyuonocureckoco ucciedo8anus..
(c. 108-111.). Mocksa

18



ECONOMICS AND CULTURE

PROVISION OF ADULT LEARNING NEEDS TO START
ENTREPRENEURSHIP

Baiba Brigmane, Dr.paed., Assoc. Prof.,
BA School of Business and Finance
baiba.brigmane@riga.lv

Abstract

At the beginning of the 21st century when knowledge society is actively being
formed in Latvia, the main resource and pre-condition for development of every
organization and enterprise is acquiring and applying knowledge and self-
experience. Skills as a human ability determine innovative development of each
enterprise and organization, as well as its success and future prospects. Today
learning has become significant for society as a whole. Adults’ awareness of the
latter is very characteristic in Latvia. People understand that entrepreneurship
development is particularly significant for the growth of society, and it is
facilitated not only by initiatives, but also by knowledge and experience.

Aim: To examine the learning needs of nascent entrepreneurs, and to determine
entrepreneurs’ growth according to the elaborated criteria and indicators.
Methods: Analysis of scientific literature, content-analysis, modelling, surveys
of 209 young entrepreneurs, observing cooperation during learning,
visualisation of results, applying methods of non-parametric statistics.

Results: The author states that, in the process of adult learning, it is of vital
importance to reach the point at which people learn how to study and achieve
results, if they have set the goal and tasks for themselves. The research proved
that the essence of life activity is continuity of processes related to satisfying the
needs where changes take place if the unity of society’s goal and satisfying the
needs of every person is created. In the learning process, the respondents’
employment status has changed from an employee to an employer. Changes in
the status were indicative of the positive impact of satisfied educational and
learning needs on a person’s growth.

JEL code: A290

Keywords: nascent entrepreneurs, learning needs, adult learning, entrepreneurship,
cooperation.
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Introduction

In the course of 20 years after regaining the independence of Latvia, the country’s
economics, politics, education, culture and society have changed. People got the
opportunity to realize themselves, satisfy self-improvement needs, enrich their
experience and play an important role for the closest social group and the state.
Professional and particularly emotional and intellectual values of each person became
socially significant because, in the process of building knowledge society, the
acquisition and application of knowledge and self-experience is the main resource and
pre-condition for the development of every organization and enterprise. Skills as a
human ability determine innovative development of each enterprise and organization,
its success and future perspectives. It is particularly significant for those who start
entrepreneurship, because business development is a very important factor in
facilitating the social growth in Latvia. Thus nowadays, learning becomes a social
objective for the whole society, and it is acknowledged by adults, who have found that
learning and self-improvement, by using available technologies or obtaining new
knowledge has become more and more significant. Issues of how to create learning
opportunity and develop human potential and abilities of every particular member of
society and the society as a whole represent an important social-pedagogic problem.

Methodology

The module learning programme “Support for Starting Self-Employment and
Entrepreneurship” (Mortgage and Land Bank of Latvia, 2011) for nascent entrepreneurs
was chosen as a base for research. It was a course, the participants of which had
decided to change their occupation and start entrepreneurship. In order to implement
it, they had applied for the Start-up Programme of the Mortgage and Land Bank of
Latvia and were getting ready to start business after the studies. The research
comprised 1717 participants of the Programme and 209 of them were subjected to
analysis of learning efficiency and changes in self-experience according to the criteria
elaborated by the author. Non-parametric statistical methods —Wilcoxon Signed Ranks
Test and the matrix of Spearman’s correlation coefficient indicators were used to
process the obtained data.

Identifying Educational Needs and the Results of Learning

Under changing economic circumstances new social needs emerge and people’s desire
for safety and independence increases. It is also expressed by interest in business start-
ups. However, most of people, who want to start business and apply for the Start-up
Programme, haven’t obtained a special education. Already in the 19" century, a classic
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of the pedagogy, Johann Heinrich Pestalozzi acknowledged that there is a certain
power hidden in a human being and the task of schooling is to develop and educate
that power. There is, in fact, only one way to satisfy the needs of all people — to
provide development and education to each and everyone (Pestalozzi, 1996).

Those who have started entrepreneurship face new needs related to professional
activities, which have turned participation in the learning process into an objective
necessity. Taking into consideration the fact that business starters can satisfy their
needs for new values and improve self-experience during learning, it is necessary to
clarify the learning needs with a special focus on the learning purport in the process of
learning. One way is to define that “self-experience is knowledge, skills and attitudes
that have been obtained and evaluated through the life activity and which have
become personally significant values” (Spona, 2006: 161). Psychologist Aleksey
Leontiev has elaborated the activity theory where he discloses a need as internal
necessity and a drive for activity. It determines relations between the activity goals
and motives as activity components characterizing the purport (JIeontses, 1997: 82—83).

It means that learning is essential for a person as an activity, if it possesses an
acknowledged goal and goal attainment is driven by a need as a motif. Person’s
internal conflict between the existing self-experience and new needs provides the
source for advancing new self—experience (Gardner, 1999: 292). The task of the tutor
is to help a person to discover the above-mentioned internal conflict, acknowledge it
and support everyone in the course of resolving it. Nowadays analysing, evaluating,
experimenting, risking and reducing risk with the help of new knowledge is a routine
needed in every work place. Efforts to form the learning society are grounded on the
above-mentioned need. Philosopher Alexander Volkov admits that knowledge is the
main source of information for a human being. Therefore, a constant need and thirst
for knowledge accompanies people throughout their lives (Volkov, 1998:18).

To ensure that the business starters can advance their values and self-experience
through learning, the following pre-conditions need to be implemented:

e The learning content needed to form new self-experience is directly connected
with the former self-experience, which, in its turn, is being formed in the
process of deliberate self-education.

¢ Procedurally, experience acquisition is an autonomous self-performance of an
individual. Direct intervention into the above-mentioned process is
impossible. The formation of experience is connected to active confrontation
of an individual with the world, as well as to person’s permanent activity and
responsibility for the learning process.

e Process of experience formation can be interpreted as a person’s activity.
Belief in the fact that entrepreneurs would be able to include already ready
solutions into their self-experience would be misleading, because in such a
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way they would be deprived of a part of self-education process, emotional
experience — the joy of learning and awareness of achievements.

e Changing relations between a human being and the surrounding world, as well
as an activity connected to nous become a core of learning. The learning
purport occupies a special place in the learning process. It means that goals
and motives of learning are conscious.

Given that the goal of the Start-up Programme was to expand activities related to
national economy by developing knowledge and skills of business starters, as well as
to provide the necessary financial support for starting economic activities, first of all,
the learning content needs of all the participants, who had applied to courses, were
clarified. Before the project started, the participants were offered to join one of the
learning modules; their self-evaluation indicators, wishes and education level were
taken into consideration. The goal of the project was not to teach new businessmen
just for the sake of teaching, but to offer them to advance their incomplete knowledge
and obtain new experience by clarifying their actual learning needs.

During the research period, 1717 people from all regions of Latvia had applied for the
courses. In Riga, 1253 (73%) nascent entrepreneurs were willing to learn, in Zemgale —
189 (11%), in Vidzeme — 111 (6%), in Latgale — 95 (6%), but in Kurzeme — 69 (4%).
One fourth of the nascent entrepreneurs needed to acquire basic knowledge in
business. The majority of those who already had basic knowledge wanted to acquire
advanced knowledge in accountancy and calculation of taxes, as well as in financial
management (see Figure 1).

Buzinezz bazics
B hIanagement basics
B EBusiness law
# Financial managamert

of enterprize

Econonic activity
accountancy and taxes

Figure 1. Number of trainees per module
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In order to provide an effective learning process, pedagogues, who worked with adults, used
the natural learning principles. They admitted that complying with the latter provided
significant help in improving cooperation and quality of learning. Representatives of the
natural learning approach Renate and Geoffrey Caine consider the following: if the text
learning is balanced with principles of natural learning, it does not cause difficulties. In
addition, they expand comprehension of the text form and explain it as “information” (Caine
& Caine, 2005). It is not important how many and what kind of methods are being used in the
education process and learning. However, their diverse influence on feelings is important; what
thinking processes they actuate; and how essential an interaction between a student and the
tutor is. It is characteristic that the participants of the course evaluated the latter by marking
tutor’s responsiveness and support as the most significant factors of cooperation (see Figure 2).

52% 52% 52% 33%

L 48%
41% 41% 399,

] Always

® Often

| 7% 0% 7% 8% m Rarely

Total Women Employees  Employers and
self-employed

Figure 2. Tutors' responsiveness facilitated cooperation

Replying to the above-mentioned question, 52% of respondents from the course
answered “always”, 41% — “often”, but 7% — “rarely”. Spona emphasizes that human,
respect-based mutual relations and cooperation is the golden basis that facilitates the
strengthening of values for children, youngsters, the whole nation and the society
(Spona, 2006: 58).

Responsiveness of tutors received the highest evaluation in regions — 62%. It should
be marked that also employees (52%), employers and self-employed (53%) have
similarly evaluated the above-mentioned factor of the learning process. In order to
provide equal and active cooperation in learning, the tutors’ responsiveness and
support are the most significant factors to improve the learning skills. Cooperation
while choosing and applying the learning methods plays a special role in the learning
process. Learners evaluate not only the most significant learning methods for them
personally, but also point out what is their priority out of the following: group,
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monologic or practical learning method. It bespeaks that learners develop free
consciousness and sense of safety during learning.

At the beginning of the studies and in accordance with participants’ self-assessment,
group work methods were ranked the 1% (45%), practical methods — the 2™ (39%), but
monologic methods — the 3™ (16%) (see Figure 3).

80%

60% 1

40% 1 EAfter leaming

20% 1 - - ' Before learning
O?O T

Group work  Monologic Practical
methods  work methods  activities
methods

Figure 3. Participation in choosing the learning methods

Throughout the year, assessing the above-mentioned groups of methods, self-
evaluation of trainees has significantly changed due to obtained self-experience. Trainees
rank practical work methods the 1% (68%), group work methods — the 2™ (23%), but
the monologic ones — the 3" (9%). It means that by using the practical work methods,
the application of knowledge was practised and skills, which would be used in
professional business, were obtained. The contemporary society requires analysis,
reflection and evaluation of the accomplishments in order to ground the future ideas
on objectively reasoned approach. It can reduce risk of making mistakes in the real life
activity and allow building life more stable.

Within the framework of the research, the author analysed whether the studies
complied with the needs of nascent entrepreneurs; whether there were changes in self-
experience during the learning process; what kind of changes took place, if any; and
whether the needs of the life activity have been satisfied during the learning process.

Based on theoretical knowledge, the author has elaborated the criteria and indicators
to test learning efficiency of nascent entrepreneurs experimentally. The following
criteria are indicative of entrepreneurs’ development during learning: “a need for new
information”, “self-improvement skills during the learning” and “emotional experience
during learning”.
Criterion “a need for new information” has three indicators:

1) interest about self-cognition;

2) following innovations in the professional activity;

3) need for communication with social groups.
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Criterion “self-improvement skills in the process of learning” has three indicators:
1) goal awareness;
2) participation in choosing/ applying the learning methods;
3) tracing perspectives of life activity.

Criterion “emotional experience in the process of learning” possesses two indicators:
1) emotional experience in the learning process;
2) emotional experience related to learning achievements.

All the indicators are being elaborated at three levels: A, B, C.

Changing relations between a human being and the surrounding world, as well as an
activity connected to nous become a core of learning. The learning purport occupies a
special place in the learning process. It means that the learning goals and motives are
conscious. During the research, the author has also elaborated and used in adult
education the criterion “application of the learning skills” that has three indicators:
1) listening skills; 2) reading skills; and 3) speaking skills.

In the learning process, contemporary society faces a growing need to develop person’s
skills of independent reasoning; to teach the sense of responsibility; to develop skills
of how to anticipate changes, adjust to them and evolve them. Therefore, creative
thinking, imagination, skills, creative and diverse activity of a human being become
pre-conditions for life activity, because “the primary self-experience and the secondary
one do not exist simultaneously” (Krow, 1999). As the German scientist Martin Giese
indicates “new (secondary) self-experience does not exist alongside with prior
(primary) self-experience, but in interaction with the latter. (Giese, 2010: 87).The
author has elaborated the evaluation criterion “convergence of the primary and
secondary self-experiences”. Its content is revealed by the following indicators:

e actualization of the primary self-experience;

¢ evaluation of the secondary self-experience;

o transfer of competence of the secondary self-experience.

Consequently, the essence of life activities is a continuous process of satisfying needs;
and changes take place when the unity of society’s goal and process of satisfying
needs of each individual is being formed. Process of acquiring experience can be
interpreted as a person’s own activity. The formation of experience, in its turn, is an
individual’s active confrontation with the world, and it is connected with independent
activity and responsibility for learning.

In order to test the learning effectiveness of nascent entrepreneurs according to the
elaborated criteria and indicators, the trainees’ answers before and after the learning
were evaluated. To ensure the reliability of the results obtained during the research,
mathematical methods of statistics were applied. Hence, in this particular case, the
same group of trainees (n =209) underwent repeat testing; the data obtained during

25



Provision of Adult Learning Needs to Start Entrepreneurship

the survey were processed applying non-parametric statistics methods — Wilcoxon
Signed Ranks Test and matrix of Spearman’s correlation coefficient indicators.

The results obtained in data processing show that self-experience indicators of the
majority of trainees had statistically significant improvements, i.e. improved significantly
and differed if compared to the ones recorded before learning (see Figure 4).
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Figure 4. Changes in self-experience indicators
(% before and after learning)

At the same time, no statistically significant differences in the following self-experience
indicators were recorded: following innovations in the professional activity; a need for
communication with social groups (group of individual interests); emotional
experience related to achievements of learning; listening skills; and reading skills.

In general, the research results demonstrate the following most important components
in productive learning process: goal awareness, knowledge application and acquisition
of self-evaluation skills.

Changes in the legal status of employees and employers demonstrate an objective
result of learning (see Figure 5).
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Figure 5. Labour relations

In the process of learning an indicator of respondents’ status of labour relations
changed. The number of self-employed persons increased from 12% to 15%, while the
number of employers increased from 14% to 38%.Status change for the above-
mentioned persons proves the positive impact of the learning process on human
growth.

Conclusions

1) During the research, it was clarified that organization of the educational process
for nascent entrepreneurs depends on the following factors: participants, who are
involved in the process; conscious choice of the goal; and desire to cooperate in
acquiring the learning content. If an adult has joined the studies voluntarily with
an aim to obtain new knowledge and improve self-experience, it is easier for a
pedagogue to provoke him/ her to use self-experience to form new knowledge
and secondary experience. Trainees were provided with the programmes of
learning modules necessary for business start-up that foresaw application of
active learning forms. When working with adults, lecturers create the structure of
class activity that complies with the stages of cooperation arrangements —
psychological preparation, including goal setting; practical preparation, which
includes an agreement on educational tools for acquiring the content and
achieving the goal; realization of an activity, including content acquisition,
evaluation of the activity’s process and results, as well as self-evaluation. 99% of
trainees affirmed that they have achieved the set learning goal.
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2)

3)

4)

During the research the author discovered that throughout the year all the trainees
had developed skills to evaluate newly obtained knowledge, comprehension and
skills to learn, as well as changed their attitude towards learning noticeably. It has
provided trainees with a possibility to compare experience and find out what was
it like before learning and what is it like upon graduating the course.

Objective result of learning can be observed in changes in labour relations of
employees and employers. In the process of learning, the legal status of respondents’
labour relations has changed.

Analysis of theoretical and methodological literature and empirical research
proves that an innovative feature of the adult education process is cooperation
between a pedagogue and participants of the learning process. It was stated that in
the work with adults a role reversal between a student and the pedagogue is
crucial. It provides growth and improvement opportunities for both. Trainees can
learn how to study and achieve results through interactive work because they
have set tasks and see the goal. Purposeful cooperation is grounded on a
democratic performance style and the tools and methods of humanistic pedagogy
used by the lecturer, which provides self-realization of the course participants.
Cooperation is expressed by independent choice of what, in which way and how
much a trainee learns to acquire a personally significant content.
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Abstract

The foreign trade in processed foods and agricultural commodities between the
Baltic States has been continuously growing. Bilateral trade flows between
Latvia, Lithuania and Estonia make up a large share in total agrifood trade of
these countries. The research is aimed at comparing regional patterns of the
trade intensity of these countries in processed foods and agricultural
commodities by calculating and analysing the symmetric trade intensity indexes
for all trading partners of the Baltic States. The research analysis shows certain
similarities between Latvia, Lithuania and Estonia with respect to significant
differences in trade intensity with countries in four major trading blocks.

JEL code: F15

Keywords: foreign trade, food and agriculture, Baltic States, trade intensity index

Introduction

The foreign trade in processed foods and agricultural commodities of the Baltic States
bears certain similarities as the countries are located in the same region and,
historically, they have had common trading partners. Moreover, all three countries
simultaneously joined the EU. However, certain differences exist in the trading
patterns depending upon the structure and size of agricultural production and food
processing, trade infrastructure and accessibility of markets. Evaluation of the regional
patterns of the trade intensity would enable the assessment of the existing trade flows
against their expected development suggested by calculated trade intensity indices.
The objective of the study is to compare the regional patterns of the trade intensity of
the Baltic States in processed foods and agricultural commodities by calculating and
analysing the symmetric trade intensity indexes for all trading partners of the Baltic
States.
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Methodology

Geographic distribution and scope of bilateral trade between countries or regions can
be analyzed by calculating various indices. The most simple indicator of the
international bilateral trade intensity can be expressed as a trade share, which
represents a relative importance of a given partner country in country’s total trade. The
share of trade can be calculated either for total trade and all countries or for trade
within particular sector and limited set of countries (trade blocks or regions). The main
limitation of the share of trade is its dependence on the market size. Based upon trade
shares, the trade intensity index (TI) was introduced by Brown (1949) and further
developed by Kojima (1964). The trade intensity index partly reflects the market size.
If there is no trade between two countries, trade intensity has zero value. If total trade
of the partner country approaches zero, trade intensity approaches infinity. If trade
intensity takes value of 1, share of trade between two countries is the same as partner
country’s share in total world trade, indicating “unbiased” trade. Trade intensity
values above or below one indicate more or less intensive trade as might have been
expected. Usually a symmetric (normalized) trade intensity index is used. In this case,
zero value of symmetric index means “unbiased” trade or neutrality. The index takes
value —1 when there is no bilateral trade between the countries. Negative or positive
values indicate lesser or greater importance of the partner country. Symmetric trade
intensity indexes have been used in numerous studies of foreign trade. In research,
mostly they have been used over a consecutive time period comprising several years
and limited number of countries or regions. De Castro (2012) analyzes the evolution
of trade intensity among BRIC countries from 1995 to 2009. Kim (2013) analyzes the
changes of South Korea’s trade intensity with her major trading countries in a number
of industries from 2005 to 2009. The share of trade between two countries is

calculated by formula:
5 - T, kaii +zkmﬁ

/ T kafw +kaw,- ’ 0

where x denotes exports, m denotes imports, i — the source country, j is the partner
country, k is the number of products upon the level of aggregation (set of products), w
is world (set of countries). Trade intensity index is calculated as the share of trade
between two countries divided by a share of partner country’s total trade in total world
trade:
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where i is the source country, j is the partner country, w is world (set of countries).

The symmetric (normalized) trade intensity index is calculated as:

g 1,-1
iT 7

Il.j+1 3)
Sample Data

The foreign trade data was extracted from the United Nations COMTRADE database
according to 2-digit codes of HSO classificator as countries have reported for 2013. The
data set comprises import and export values of 146 countries available in the database.
The totals for imports and exports do not add up to a zero balance as the data for imports
are reported in CIF prices, and data for exports are reported in FOB prices. Data
obtained were cross-tabulated to get complete data panels for imports and exports.

Bilateral Trade Flows between the Baltic Countries

All three Baltic States are rather important partners to each other in trade of processed
foods and agricultural commodities. The shares of each country’s exports to other two
countries’ total exports are shown in Table 1.

Table 1
Shares of Countries in Value of Total Agrifood Exports, 2013
Estonia Latvia Lithuania
Estonia — 15% 11%
Latvia 14% — 20%
Lithuania 5% 11% —
Source: research findings, UN Comtrade database

The share of Lithuania in Latvian exports is rather high at 20%. The relatively low
share of Estonia in Lithuanian exports at 5% is explicable by a lack of common border
and lower importance of smaller Estonian market. The shares of each country’s
imports from other two countries’ in total imports are shown in Table 2.

Table 2
Shares of Countries in Value of Total Agrifood Imports, 2013
Estonia Latvia Lithuania
Estonia — 12% 9%
Latvia 11% — 28%
Lithuania 5% 10% —
Source: research findings, UN Comtrade database
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The share of Lithuania in Latvian imports is rather high at 28%. The relatively low
share of Estonia in Lithuanian exports at 5% is explicable by a lack of common border
and lower importance of smaller Estonian market.

Trade Intensity of the Baltic States

The total number of 145 trading partners of the Baltic States is broken down into four
blocks — old EU Member States (13), new EU Member States (12), CIS countries (9)
and other countries (111). The UN Comtrade database does not contain trade
information on Portugal and a number of other countries. Even though each Baltic
State has its own foreign trade pattern and preferences, they have a number of
common trade partners. The calculated trade intensity indexes of all three Baltic States
with countries with the highest trade intensity are presented in Table 3.

Table 3
Trade Intensity Indexes of the Baltic States with Positive Values, 2013
Lithuania Latvia Estonia
Belarus 0.68 0.76 0.89
Cambodia 0.02 0.11 0.07
Czech Republic 0.01 0.42 0.38
Denmark 0.56 0.66 0.47
Finland 0.97 0.81 0.80
Georgia 0.26 0.64 0.67
Germany 0.19 0.31 0.41
Hungary 0.27 0.00 0.23
Iceland 0.72 0.09 0.35
Iraq 1.00 0.78 0.72
Kazakhstan 0.78 0.62 0.63
Moldova 0.56 0.65 0.52
Netherlands 0.05 0.26 0.58
Norway 0.60 0.33 0.51
Poland 0.69 0.81 0.84
Russia 0.85 0.86 0.89
Slovakia 0.65 0.22 0.25
Spain 0.15 0.16 0.31
Sweden 0.76 0.71 0.75
Ukraine 0.63 0.35 0.39

Source: research findings, UN Comtrade database

The countries with high trade intensity index values for all three Baltic States are
Russia, Finland, Iraq, Poland, Belarus and Sweden. Intensity in trade with Kazakhstan,
Moldova, Denmark, Georgia, Norway and Ukraine is high, albeit somewhat lower.
Indexes for Iceland, Slovakia, Germany, the Netherlands, the Czech Republic, Spain,
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Hungary and Cambodia also are positive for all three Baltic States. The lowest values
of the trade intensity index are predominantly for geographically distant countries in
Asia, Oceania Pacific, Africa and Americas. High negative index values are also for
such European countries as Bosnia and Herzegovina, Slovenia, Croatia, Serbia,
Greece and Romania. For other European countries, trade intensity varies between
Baltic States.

Regional Patterns of Trade Intensity of the Baltic States

The differences of calculated trade intensity indexes for all trading partners in four
trade blocks are tested by non-parametric one-way ANOVA test. For Estonia, a one-
way analysis of variance revealed significant differences between the four groups,
F(3,141)=24.48, p<0.01. The means and standard deviations for Estonia are presented
in Table 4.

Table 4
Mean Trade Intensity Indexes in Trade Blocks for Estonia, 2013
Blocks Items | Mean | Standard Deviation
CIS 9 0.337 ] 0.570

Old EU Member States 13 0.153 | 0.445
New EU Member States 12 0.180 | 0.571
Other countries 111 -0.633 | 0.499

Source: research findings, UN Comtrade database

For Latvia, a one-way analysis of variance revealed significant differences between
the four groups, F(3,141)=49.85, p<0.01. The means and standard deviations for
Latvia are presented in Table SError! Reference source not found..

Table 5
Mean Trade Intensity Indexes in Trade Blocks for Latvia, 2013
Blocks Items Mean Standard Deviation
CIS 9 0.621 0.204
Old EU Member States 13 0.085 0.480
New EU Member States 12 0.289 0.581
Other countries 111 -0.738 0.437

Source: research findings, UN Comtrade database

For Lithuania, a one-way analysis of variance revealed significant differences between
the four groups, F(3,141)=41.09, p<0.01. The means and standard deviations for
Lithuania are presented in Table 6.
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Table 6
Mean Trade Intensity Indexes in Trade Blocks for Lithuania, 2013
Blocks Items Mean Standard Deviation
CIS 9 0.466 0.381
Old EU Member States 13 0.183 0.469
New EU Member States 12 0.238 0.507
Other countries 111 -0.694 0.447

Source: research findings, UN Comtrade database

The trade intensity with CIS and EU countries for all three Baltic States is high and
respective mean trade intensity values are positive. For all three Baltic States, mean
trade intensity with CIS is the highest of four blocks. In trade with CIS, Latvia has the
highest mean trade intensity at the index value 0.62. Lithuanian and Estonian mean
trade intensities are lower with index values 0.47 and 0.34, respectively. In trade with
the old EU Member States, Lithuania has the highest mean intensity at the index value
0.18. Estonian and Latvian mean trade intensities are lower with index values 0.15 and
0.09, respectively. In trade with the new EU Member States, Latvia has the highest
mean intensity at the index value 0.29. Lithuanian and Estonian mean trade intensities
are lower with index values 0.24 and 0.18, respectively. Mean trade intensity with
other countries for all three Baltic States is rather low with negative trade intensity
index values. In trade with other countries, Estonia has the highest mean intensity at
the index value -0.63. Lithuanian and Latvian mean trade intensities are lower with
index values -0.69 and -0.74, respectively.

Conclusions

1) With respect to four major trading blocks, mean trade intensity with CIS is the
highest for all three countries.

2) In trade with the new EU Member States, for all three Baltic States mean trade
intensity values are lower than in trade with CIS.

3) Albeit positive, the respective mean values in trade with the old EU Member
States are lower than in trade with the new EU Member States.

4) In trade with other countries, mean trade intensity is rather low with negative
trade intensity index values.

5) Latvia has the highest intensity of trade with CIS among the Baltic States.

6) Lithuania has the highest intensity of trade with old EU Member States among
the Baltic States.

7) The negative values of trade intensity index with other countries for Estonia are
less pronounced among the Baltic States.
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Abstract

In May 2004, Poland became a member of the European Union. Characteristics
of mergers and acquisitions in Poland are presented for the years 2005-2014.
Two research hypotheses are formulated: one assuming a correlation between
mergers and acquisitions of assets and that of ownership titles; the other —
assuming a trend for company mergers and acquisitions to favour entities
representing the same sector of economy. Both hypotheses were found to be true
based on the results of the research. The correlation strength between the
number of mergers and acquisitions was found at 0.9, and the companies
actively involved in M&A were found to typically follow the sector affiliation
when choosing their M&A targets.

JEL code: G3

Keywords: mergers, acquisitions

Introduction

The aim of this paper is to present an analysis of domestic mergers and acquisitions
that took place in Poland in the period from 2005-2014. It is generally known that the
economic processes (incl. mergers and acquisitions) typically follow a cyclic pattern.
Professional literature provides a number of reasons for cyclic ‘waves’ of M&A
occurrences. Of these, the most important ones include changes in company’s operating
environment (economic, technological, legal), market underpricing of companies, and
changes in financial liquidity. In modern economies with strong sectoral differentiation
(services, production, trade), the economic processes in individual sectors may vary
considerably, and follow different routes.

The author analyses domestic mergers and acquisitions against other forms of
assumed control over companies (such as asset and ownership title takeovers). In
addition, a detailed analysis of companies is provided (both the active and the passive
actors of the process), by sector of operation (such as production, services and trade).
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The following research hypotheses are formulated:

H1: There is a correlation between M&A processes and other forms of control
takeover in economic entities in the years 2005-2014.

H2: Active companies tend to merge with or take over companies of the same sector
of economy.

The research objective will be met when both hypotheses are found to be true.

Despite the free flow of capital in most of the economies, national legislation may
impose detailed rules with respect to mergers and acquisitions of economic entities.
Such regulations are typically construed to provide process transparency (e.g. through
obligatory disclosure of certain significant parameters of the M&A), as well as
protection of ownership holders (through obligatory expert evaluation of M&A plans,
including the parity of the planned ownership exchanges) and protection of creditors
(by setting up separate management on those assets that are used to secure company’s
financial commitments). The problems resulting from capital concentration through
M&As are addressed in the respective regulations, both on national (Poland) and
community level (EU), in particular — the Directive 2005/56/EC of the European
Parliament and of the Council on cross-border mergers of limited liability companies,
the Code of Commercial Companies, the new Directive 2013/34/EU of the European
Parliament and of the Council on the annual financial statements and related reports of
certain types of undertakings, the Accounting Act of the Republic of Poland, and the
International Financial Reporting Standards. Despite the fact that since 2004 Poland
has become the member of the European Union, the merger will be considered from
the point of view of Polish regulations. Accession to the European Union provided the
Polish companies with easier access to capital.

In professional literature, economic mergers have been approached from the viewpoint
of: legislative regulations (regulations on company creation, liquidation and third-
party liabilities), accounting (bookkeeping, merger evidencing, reporting), company
management and finance (cost-effectiveness of mergers, restructuring and optimizing
of the economic activities). While merger operations may take on different forms and
be labelled using a variety of terms, the core of the problems associated with various
aspects of the process and various disciplines (accounting, finance, management,
economics) calls for the need to treat them as a single cohesive process, with logical
associations made between all the constituent elements.

In domestic literature, company mergers analysed from the legislative viewpoint come
in the form of comments to the legislative acts and other documents regulating the
M&A processes, such as the Code of Commercial Companies and the Accounting Act
(Witosz & Kidyba, 2013), (Litwinska-Werner, 2005), (Allerhand, 1997), (Kruczalak,
1998), (Remlein, 2008).
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Domestic studies of mergers and acquisitions examined, among other things, the
financial results of mergers of publicly quoted companies (Perepeczko, 2009), as well
as the ‘wave-like’ qualities of M&As, attesting to the cyclic character of mergers
(Janowicz, 2012), (Perepeczko, 2010). The analysis of M&A ‘waves’ was concluded
in 2010 and attempted to determine the reasons for increased or decreased interest in
mergers and acquisitions, without any statistical analyses of the available data. Many
authors describe the M&A processes from the viewpoint of their value to the owner
(Ozigbto, 2012), (Czerwonka, 2010) (Czerwonka, 2010), (Rojek, 2011). Based on
samples of publicly quoted companies, the authors provide arguments in support of
the thesis that M&As provide more benefits for the passive parties (the companies
being acquired) than to the active ones (the acquiring companies). In addition, the
managerial motives behind company mergers were found to be more pronounced than
the purely economic ones. It was reflected in subsequent undervaluation of the
acquiring companies in the eyes of investors.

Evaluation of financial standing of merging companies (based on a sample of selected
companies) was addressed by Luty (Luty, 2014). In addition, Luty (Luty, 2013)
examined the impact of title exchange parity in the process of mergers of economic
entities.

The empirical studies of foreign authors are decidedly broader in range, compared to
domestic studies in the field. Foreign literature suggests that mergers of economic
entities may follow the reasoning of neoclassical or behavioural theories, or the
agency theory. This attests to the complexity and multi-dimensionality of M&A
processes. Research on merger rationales related to changes in company productivity
was conducted, among others, by Maksimovic and Phillips (Maksimovic & Phillips,
2001), Ditmar (Ditmar & Ditmar, 2008), Yang (Yang, 2008), Mitchell, Mulherin
(Mitchell & Mulherin, 1996). However, some authors suggest that the merger motives
are more related to changes in company’s financial liquidity (Harford, 2005), (Elsfeld
& Rampini, 2003), (Maksimovic, Phillips, & Yang, 2009). Moreover, the merger
activities were found to be more pronounced and frequent in countries with well-
developed financial markets (di'Giovanni, 2005). Other studies suggest that, in the
case of cross-border mergers, companies with foreign institutional capital were more
involved in M&A activities, compared with other companies (Ferreira, Massa, &
Matos, 2005). Company mergers are also often linked to periods of prosperity, when
market values of companies are relatively high (Gort, 1969), (Rhodes-Kropf,
Robinson, & Viswanathan, 2005), (Shleifer & Vishny, 2003), or in the face of low
interest rates (Harford, 2005).

Based on the available studies on the rationales behind domestic and cross-border
mergers, a significant correlation can be found between the number of mergers and the
periods of economic prosperity (Makaew, 2009).
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In the light of US studies, the acquiring companies were found to represent above-
average financial standing; as opposed to the companies being acquired (the reported
productivity of the latter was found well below the average in a given sector (Makaew,
2009). This would suggest the validity of the neoclassical approach to company
merger rationales (Harford, 2005). In a domestic study of Polish companies (Luty,
2014), the neoclassical theory of merger determinants was refuted. Similarly, Blunck
and Bartholdy (Blunck & Bartholdy, 2009) observed that, while the neoclassical
theory related to changes in the economic environment may explain the mergers
between privately owned companies, it fails to provide reasons for mergers between
publicly quoted companies.

Professional literature, both domestic and foreign, seems to lack proper analyses of the
M&A processes against other forms of control transfer. Analyses provided in this
study can also be used to test any correlations in the number of merger transactions
between individual sectors (production, services, trade, and others). There are also no
professional publications to describe the scale of company mergers by sector. Jarostaw
Bem and Grzegorz Bacal (Bem & Bacal, 2014) provide details on the number of
M&A transactions, but without going into in-depth analyses, and focusing only on
transactions made in the year 2012.

Methodology

The examination of mergers and acquisitions on Polish market was conducted using
the Thomson Reuters Eikon database. For the period under the study (2005-2014), the
Thomson Reuters Eikon database yielded 2210 cases of M&A transactions. For the
purpose of this study, the M&A processes were divided into the following subsets:

e merger;

e acquisition of assets;

e acquisition of certain assets;

e acquisition of majority assets;

e acquisition of partial interests;

e acquisition of remaining interests;

e buyback;

e exchange offer.

Table 1 presents the number of transactions for each identified subset.

40



ECONOMICS AND CULTURE

Table 1
The Number of Transactions for Identified Subsets
= =
= £ — = &
i 38 S E & g
S S S S S S
= = z : e g
2 |2, | 5, | 28 | 25 | % 5
< < < < < < .5 < .5 2 = =
2005 23 1 21 11 1 0 18 75
2006 41 0 29 19 4 0 44 137
2007 65 0 52 48 7 1 60 233
2008 60 0 73 89 9 2 80 313
2009 45 1 49 77 13 1 63 249
2010 48 11 104 64 9 5 92 333
2011 56 3 64 54 6 32 60 275
2012 38 1 29 34 11 11 47 171
2013 42 2 34 46 17 2 45 188
2014 28 0 54 88 6 6 54 236
Total | 446 19 509 530 83 60 563 2210

Source: own research

For each M&A subset, companies were identified as either acquirers or target companies
(being subject to acquisition). In addition, each company was assigned to a particular
sector of economic activities. Based on detailed database records of the sectors represented
in the identified sample of companies (both acquirers and targets), the companies were
assigned to the following aggregated sectors: services, energy, production, trade, finance,
and other. The results of this assignment are presented in Table 2.

Table 2
Assignment to the Aggregated Sectors
No. |Label Sector No. |Label Sector
1 Advertising & Marketing services 41 It Cpnsultmg & services
Services

2 Aerospace & Defence other 42 Legal Services services

3 Agriculture & Livestock production |43 Machinery production

4 Alternative Energy Sources energy 44 Metals & Mining production
Alternative Financial Motion Pictures / Audio .

5 finance 45 . services
Investments Visual

6 Apparel Retailing trade 46 National Agency other
Asset Management finance 47 Non Residential production
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8 Automobiles & Components production |48 Oil & Gas energy

9 Automotive Retailing trade 49 I?rt(}:g;c(i:nsumer production
10  |Banks finance 50 Other Energy & Power |energy

11 | Biotechnology production |51 Other Financials finance

12 | Broadcasting services 52 Other High Technology | production
13 |Brokerage finance 53 Other Industrials production
14 | Building/Construction production |54 Other Materials production
15 |Cable production |55 g;}::;tgf;iieanfc services

16 |Casinos & Gaming services 56 Other Real Estate services

17 | Chemicals production |57 Other Retailing trade

18 gg::ﬁil:;rs & Electronics trade 58 Other Telecom services

19 | Computers & Peripherals production |59 Paper & Forest Products | production
20 | Construction Materials production |60 Petrochemicals energy

21 | Containers & Packaging services 61 Pharmaceuticals production
22 | Credit Institutions finance 62 Pipelines energy

23 g;zﬁ?;; and Department Store trade 63 Power energy

24 |Diversified Financials finance 64 Professional Services services
25 | E-commerce / B2B finance 65 Publishing services
26 | Educational Services services 66 Real Estate Management | services
27 | Electronics production |67 Recreation & Leisure services
28 |Employment Services services 68 REITs finance

29 |Food & Beverage Retailing trade 69 Residential production
30 |Food and Beverage production |70 Semiconductors production
31 |Healthcare Equipment production |71 Software production
32 | Healthcare Providers services 72 Space and Satellites production
33 | Home Furnishings production |73 Ezlli;c;rr::;unications production
34 | Home Improvement Retailing | trade 74 ’gz:(i;s;lmunications services
35 | Hospitals services 75 Textiles & Apparel production
36 | Hotels and Lodging services 76 Efiﬁiﬂiﬁ?&ﬁn & services
37 | Household & Personal Products | production |77 Travel Services services
38 | Insurance finance 78 x::;rgiﬁezasw services
39 gﬁgﬁiﬁgnd Catalogue services 79 Wireless production
40 |Internet Software production
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The research of M&A transactions concluded in the period of 2005-2014 was
conducted in two phases, as follows:
1) Analysis of correlations between mergers and other forms of control
transfer (acquisitions) — verification of the H1 hypothesis.
2) Analysis of correlations between acquirers and targets by sector of
economic operation — verification of the H2 hypothesis.

For the purpose of the study, correlation was defined as statistical strength of
relationship between the studied variables. Quoting after D. Aczel (Aczel, 2000), the
“strongly correlated variables appear to be progressing in tandem”.

Research Findings

The capital and asset concentration processes may progress with varied dynamics and
follow different progression trends. Figure 1 presents mergers of economic entities
against other forms of asset or equity control transfer.

300 100
A

250 <o
200 - r 70
- 60

L 50 ==®=acquisition

150
/ - 40 == merger
100

- 30
50 - 20
- 10

0 0

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

Figure 1. Distribution of mergers vs. acquisitions in the period 2005-2014

Analysis of Figure 1 suggests that, despite variations in the number of mergers vs.
acquisitions, the shape of progression changes as each of the two categories follows a
similar path. With the correlation coefficient at 0.929, the strength of correlation
observed between mergers and acquisitions is quite pronounced.
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In the case of acquisitions, the transactions can be distinguished into asset transfers
(acquisition of assets, certain assets, majority assets) and ownership transfers
(acquisition of partial interests, remaining interests). Figure 2 presents the distribution
of merger transactions against the number of asset acquisitions.
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120 - r 70
- 60
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80
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Figure 2. Distribution of mergers vs. asset acquisition transactions
in the period of 2005-2014

Based on the analysis of changes recorded on Figure 2, it may be observed that merger
transactions and asset acquisition transaction seem to follow a similar progression
path. Both plots just about overlap that is indicative of great similarities, both in the
dynamics and the trends.

Figure 3 presents the number of merger transactions against that of ownership transfers
(acquisition of interests).
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Figure 3. Distribution of merger transactions vs. transactions involving acquisition of
interests, in the period of 2005-2014

Analysis of Figure 3 suggests that, despite a similarly marked increase of both mergers
and interest acquisition transactions observed in the years 2005-2008, the progression
paths for the variables under the study differed significantly in the years to follow. In
2010, the number of mergers increased again and reached a peak level, while the number
of interest acquisitions continued to decline. By 2012, the number of interest acquisitions
took on a steadily rising trend, in contrast with the number of merger transactions.

M&A processes require the involvement of at least two entities: the acquirer and the
target company. Setting aside the motives for company mergers and acquisitions,
companies may integrate within the same sector or across sectors. Table 3 presents
company mergers in various sectors, in the period 2005-2014. Abbreviations used in
Table 3 (the aggregated distribution of the number of mergers (both acquirers and
targets) in various sectors of economy, in the period 2005-2014) and Table 4 (detailed
distribution of the number of company mergers (acquirers and targets) by sector of
economic operation, in the period of 2005-2014) represent the following sectors:

€ — energy sector

f — finance sector

g — public finance sector

t — trade sector

o — others, not classified in this overview

p — production sector

s — services sector
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Table 3
M&A Transactions in Various Sectors
Acquirers
Labels e f g t 0 p s Total
e [48.20% |17.99% [1.44% [0.72% [0.72% [23.74% |7.19% |100.00%
B [f [149% |68.40% |0.37% |0.74% |0.37% |16.36% |12.27% |100.00%
§ t 10.00% |16.55% |0.00% |46.04% |0.00% |28.06% [9.35% |100.00%
% 0 [25.00% |25.00% [0.00% |0.00% |25.00% |25.00% |0.00% 100.00%
S lp 1214% [22.12% [0.29% [2.14% |0.49% [60.82% |11.99% |100.00%
‘5 s [0.16% |24.80% [0.47% [2.69% [0.00% [17.54% |54.34% |100.00%
Total 4.30% 27.92% |0.41% |4.80% |0.36% |38.55% |23.67% |100.00%

Based on the overview presented in Table 2, mergers in the period under the study
were most often found between companies representing the same sector of economic
operation. Nearly a half (48.20%) of target companies of the energy sector was
acquired by other companies of the energy sector. For the financial sector, the number
of inter-sectoral transactions was 68.40%. For the trade sector (46.04%) and services
sector (54.34%) nearly a half of the target companies were acquired by companies of
the same sector. For production, as many as 60.82% of the target companies were
acquired by other companies of the production sector.

A detailed overview of acquirers and target companies by sector of economic operation
in the period of 2005-2014 is presented in Table 4.
Table 4

Detailed Overview of Acquirers and Target Companies by Industry Sector

Acquirers

Labels e f g t 0 p s Total

€

2005 66.67% 10.00% 10.00% [0.00% [0.00% |33.33% |0.00% |100.00%

2006 22.22% 144.44% 10.00% [0.00% [0.00% |22.22% |11.11% |100.00%

2007 66.67% 13.33% 10.00% [0.00% [0.00% |13.33% |6.67% |100.00%

2008 66.67% |5.56% |5.56% [0.00% [0.00% |16.67% |5.56% |100.00%

2009 40.00% |0.00% [6.67% 10.00% [0.00% |40.00% [13.33% |100.00%

2010 31.25% 12.50% 10.00% [6.25% [6.25% |43.75% [0.00% |100.00%

2011 42.86% |19.05% [0.00% ]0.00% [0.00% |28.57% [9.52% |100.00%

2012 54.55% 27.27% 10.00% [0.00% [0.00% 9.09% [9.09% |100.00%

2013 60.00% |10.00% 10.00% [0.00% [0.00% |30.00% |0.00% |100.00%

2014 38.89% 44.44% 10.00% [0.00% [0.00% |5.56% |11.11% |100.00%

f

2005 0.00% 162.50% |0.00% [0.00% [0.00% |31.25% |6.25% |100.00%

2006 0.00% 170.83% 10.00% [0.00% [0.00% ]12.50% |16.67% |100.00%
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2007 0.00% |57.89% |5.26% [0.00% [0.00% |5.26% |31.58% |100.00%

2008 0.00% 166.67% 10.00% [0.00% [4.76% |14.29% |14.29% |100.00%

2009 3.70% |77.78% 10.00% [0.00% [0.00% |18.52% |0.00% |100.00%

2010 0.00% 162.07% |0.00% [0.00% [0.00% |17.24% |20.69% |100.00%

2011 0.00% 165.71% 10.00% [0.00% [0.00% |22.86% |11.43% |100.00%

2012 741% 174.07% 10.00% [3.70% [0.00% |7.41% |7.41% [100.00%

2013 0.00% 162.50% |0.00% [0.00% [0.00% |18.75% |18.75% |100.00%

2014 2.56% |76.92% [0.00% [2.56% [0.00% |15.38% [2.56% |100.00%

2005 0.00% 10.00% 10.00% [75.00% [0.00% |25.00% |0.00% |100.00%

2006 0.00% 110.00% |0.00% [40.00% [0.00% |40.00% |10.00% |100.00%

2007 0.00% 19.09% 10.00% [27.27% [0.00% |54.55% [9.09% |100.00%

2008 0.00% 114.29% 10.00% [42.86% [0.00% |28.57% |14.29% |100.00%

2009 0.00% 114.29% 10.00% [57.14% [0.00% |14.29% |14.29% |100.00%

2010 0.00% 127.27% 10.00% [50.00% [0.00% |22.73% |0.00% |100.00%

2011 0.00% 120.83% |0.00% [41.67% [0.00% |29.17% |8.33% |100.00%

2012 0.00% 120.00% |0.00% [40.00% [0.00% |30.00% |10.00% |100.00%

2013 0.00% 16.67% 10.00% [50.00% [0.00% |16.67% |16.67% |100.00%

2014 0.00% 10.00% 10.00% [60.00% [0.00% |40.00% |0.00% |100.00%

2006 0.00% 10.00% 10.00% [0.00% [0.00% |100.00% |0.00% |100.00%

2010 0.00% 1100.00% |0.00% [0.00% [0.00% ]0.00% |0.00% |100.00%

2011 0.00% 10.00% 10.00% [0.00% |100.00% |0.00% |0.00% |100.00%

2013 100.00% [ 0.00% ]0.00% |0.00% [0.00% [0.00% 0.00% |100.00%

2005 0.00% 17.86% |0.00% [3.57% [0.00% |64.29% |14.29% |100.00%

2006 1.43% [15.71% 0.00% [1.43% [1.43% [65.71% |14.29% |100.00%

2007 0.82% 19.84% 10.00% [0.82% [0.00% |77.87% |10.66% |100.00%

2008 2.01% 21.48% |0.00% [1.34% [0.00% |63.76% |11.41% |100.00%

2009 4.13% |28.93% [0.83% ]0.83% [2.48% |52.89% [9.92% |100.00%

2010 294% 121.18% |1.18% [4.71% [0.00% |59.41% |10.59% |100.00%

2011 339% |15.25% 10.00% [4.24% [0.00% |63.56% |13.56% |100.00%

2012 2.60% 16.88% 10.00% [1.30% [1.30% |64.94% [12.99% |100.00%

2013 1.30% [35.06% 0.00% [1.30% [0.00% [46.75% |15.58% |100.00%

2014 0.00% 140.43% 10.00% [1.06% [0.00% |46.81% |11.70% |100.00%

2005 0.00% 19.52% 10.00% [0.00% [0.00% |33.33% |57.14% |100.00%

2006 0.00% 126.09% 10.00% [0.00% [0.00% |13.04% |60.87% |100.00%

2007 1.52% [15.15% 0.00% |4.55% [0.00% [21.21% |57.58% |100.00%

2008 0.00% 21.15% ]0.00% [0.96% [0.00% |18.27% |59.62% |100.00%

2009 0.00% 120.83% |1.39% [0.00% [0.00% |12.50% |65.28% |100.00%

2010 0.00% 129.47% |1.05% [2.11% [0.00% |22.11% |45.26% |100.00%

2011 0.00% 125.00% 10.00% [6.58% [0.00% |17.11% |51.32% |100.00%

2012 0.00% 123.91% 10.00% [2.17% [0.00% |15.22% |58.70% |100.00%

2013 0.00% 122.00% |2.00% [0.00% [0.00% |12.00% |64.00% |100.00%

2014 0.00% 141.25% 10.00% [6.25% [0.00% |15.00% |37.50% |100.00%

Total |4.30% 127.92% |0.41% |4.80% [0.36% |38.55% [23.67% |100.00%
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Detailed distributions of mergers between companies representing the same sectors
show significant changes in this respect over the period under analysis. In some cases,
such as the trade sector in 2007 and the services sector in 2014, the majority of target
companies were acquired by companies from other sector (production — 54.55% and
finance — 41.25%, respectively).

Conclusions

Mergers of economic entities are one of many forms of acquiring control over another
company. Professional literature makes a distinction between mergers, asset
acquisition and interest (or share) acquisition transactions.

Based on the finding