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Abstract

This paper intends to identify the factors of and barriers to entrepreneurship development in
rural areas, with a particular focus on the quality of its institutional environment. The analysis cov-
ers public and private advisory and financial entities supporting rural entrepreneurship. Research
material includes data for 2014, collected in questionnaire interviews conducted with 570 entrepre-
neurs, and supplemented by the results of a survey conducted in 2015 among non-public business
environment institutions. The analysis of research results indicates the need for harmonisation of
operations of the existing entities by improving the accessibility to information about the services
of advisory entities and the improvement in the quality and standardisation of services for existing
and potential entrepreneurs.
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Pe3rome

CrarusaTa uma 3a uen aa uaeHtuduuupa gaxkropure u 6apuepuTe Npea pa3BUTHETO Ha
MpeanprueMadyecTBOTO B celckute parionu Ha [lonmia, kaTo ce 06bpHE 0COOEHO BHUMaHUE Ha
KaueCTBOTO HAa MHCTUTYIIMOHATHATA CpeAa. AHAIM3BT 00XBala MyOIMYHHA U YACTHU KOHCYJITAHTCKU U
(bMHAHCOBM MHCTUTYLIUH, IOANIOMAralliy IpeInprueMadecTBOTO B CeJICKUTe paiioHu. M3cienoBarenckust
Mmarepuan BKIrouBa gaHuu 3a 2014 1., cbOpanu B uHTEpBIoTa ¢ 570 mpeanprueMayu, J0MbJIHEHU OT
pesyATatuTe OT MpoyuBaHe, nmposeneHo npe3 2015 1., cpex He(h)MHAHCOBU MHCTUTYLIMU 32 OU3HEC
cpena. AHaIU3BT Ha PE3YNITaTUTE OT U3CJIEIBAHETO MMOKa3Ba HEOOXOMMOCTTA OT XapMOHU3UPAHE Ha
OTepalMuTe Ha CHIECTBYBAIUTE CyOEKTH, KaTo ce MOA00pHU JOCTHITBT 10 HH(DOPMAITUS 32 YCIYTUTE
Ha KOHCYJITAHTCKUTE OPTaHHU3aIH U Ce TOJOOPH Ka4eCTBOTO U CTaHAapTH3AIMATa HA YCIIYTUTE 32
CBIIECTBYBAIIM U MOTEHIIUATHHU NPEIIPUEMAUN.

KJi1i0uoBHU JyMu: celcku pailoHU, MpearprueMadecTBO, MHCTUTYIIMU 3a 6usHec cpena (BEI),
ITonma
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INTRODUCTION

Institutions are defined as the rules of action
in the society or, to put it less formally, as “hu-
manely” formed framework that regulates human
interactions (North, 1990). They are to prepare
rules and procedures of action, and support specific
market behaviours in order to ultimately reduce
the uncertainty of operation of entities. They also
allow for planning of long-term actions and reduc-
ing uncertainty based on some ground rules (see
Sautet, 2005, Janasz, 2004). These institutions are
a part of the social order and cover both entities
operating under certain standards, sanctioned forms
of cooperation between units, legal standards as
well as organisations fulfilling specific functions
in the society (Van Huylenbroeck et al., 2008:
1-3; Ostrom, 1986).

This means that the institutional environment
preconditions the workings of both units and
entities in the socio-economic space.

Structures forming the institutional environment
of rural entrepreneurship should, by definition,
establish optimal framework for supporting the
development of entrepreneurship (increase in
the number of enterprises) and operation of enti-
ties in the conditions of less favourable location
than urbanised areas, limited demand and capital
shortages.

The analysis of the institutional environment of
rural companies should rely on the assumption that
the institutional system does not directly impact
the growth in rural entrepreneurship, since this
largely depends on other factors, usually associated
with features characteristic of an entity (such as
willingness to take risks, entrepreneurship, ability
to seek opportunities).

In the last decades, measures were taken up
in Poland to establish an institutional support
system for development of entrepreneurship in
rural areas. The system would cover all of the
interconnected standards, rules and organisations
and mechanisms which represent mutual contacts
between participants of the rural development
process. It has to be cohesive and adjusted to the

different aspects of rural development (i.e. eco-
nomic, social, spatial and environmental). In case
of the business environment institutions (BEI), a
starting point for analyses of their operations and
potential is their position in the institutional system
operating for development of non-agricultural
rural economy.

This paper intends to identify the factors of
and barriers to entrepreneurship development in
rural areas, with a particular focus on the qual-
ity of its institutional environment. The analysis
covers public and private advisory and financial
entities supporting rural entrepreneurship.

MATERIALS AND METHODOLOGY

Research material includes data for 2014,
collected in questionnaire interviews conducted
with 570 entrepreneurs running micro, small
and medium-sized enterprises in rural areas in
all 16 regions of Poland, with a particular fo-
cus on those which received the support from
the EU funds and benefited from the services
of business environment institutions (Rozwoj
przedsiebiorczosci, 2014). The research material
has been supplemented by the results of a survey
conducted in 2015 among non-public business
environment institutions and recipients of their
offer (entrepreneurs). The research covered 161
non-public advisory-financial entities acting for
rural companies as well as 204 representatives
of micro, small and medium-sized enterprises
in rural areas using this type of services over the
past 2 years (Chmielinski et al., 2015).

The basic tool used in the research was a ques-
tionnaire interview aimed at non-public business
environment institutions (nBEI). The research
was to estimate the potential of nBEI to support
entrepreneurship development by analysing their
material and technical background as well as
human resources and competences necessary to
provide services in the scope.

The catalogue of information about nBEI
operating in Poland was used to collect contact
details of 5662 entities declaring to run activity

51



Conditions for Development of the Institutional Environment...

university'research centre unit I 3.1

economic self-zovernm ent (chambers, trade
associafions)

Il 21

self-employment (one-man business) [l 3.1
other M 2.1
0.0 3.0

foundation |, G0

associaion [N 50.0

joint-stock company N ©.

limited lisbility company NG 5.5

30,0 350 400

Fig. 1. Share of non-public business environment institutions according to type of activity
Source: Own work based on surveys carried out by the Institute of Agricultural and Food Economics — Na-

tional Research Institute (Chmielinski et al., 2015).

in the field of support to economic and business
development. The nBEI sample for the research
was a representative procedure sample using a
catalogue of nBEI constructed at the first stage
of the research (n = 5662).

Research among nBEI covered foundations,
associations and other private operators working
for entrepreneurship development:

* business incubators;

* operators under the national system of services
for small and medium-sized enterprises;

* loan and guarantee funds;

* business clusters;

* industrial parks;

* special economic zones;

* private advisory companies;

* non-governmental organisations (NGOs).

To obtain a suitable research group, which
is a (random) representative procedure sample;
respondents were chosen using one of the random
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sampling schemes, to make known the probability
of selecting any unit from the population. In this
procedure selection in based on independent simple
random sampling (according to a determined
sampling scheme), by establishing an adequate
list of units belonging to the researched population
(in this case the nBEI database) and drawing a
relevant number of units for the research, taking
into account spatial representation (regions).
Empirical research covered 502 units meeting
the assumed criteria (activity for business devel-
opment), which constituted 8.9% of the entire
set of nBEI operating in Poland, identified at the
first stage of the research. This group featured
161 successful interview questionnaires carried
out among non-public BEI and considering the
advantages of territorial proportionality, i.e. bro-
ken down by 16 regions. The obtained research
success index was at 32%, which corresponds to
the value of the index usually recorded in quantita-
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Fig. 2. Barriers to functioning of nBEI covered by the research
Source: Own work based on surveys carried out by the Institute of Agricultural and Food Economics — Na-

tional Research Institute (Chmielinski et al., 2015).

tive research of the type. The size of the sample
and the number of researched entities allows for
detailed analysis of the grounds for functioning of
the nBEI, maintaining the advantages of research
representativeness, as well as for generalisation
of the conclusions to the entire nBEI population.
Research among nBEI covered foundations, as-
sociations and other private operators working
for entrepreneurship development.

Conditions for rural entrepreneurship devel-
opment

Conditions for rural entrepreneurship develop-
ment are covered by various research, thus both
barriers to and opportunities for its development
are rather well recognised (Struzycki, 1992; Ja-
nasz, 2004).

Conclusions from 2014 research, supplemented
with other research of the type (e.g. Gospodarowicz
et al., 2008; Otlowska et al., 2006; Chmielinski,

2006) make it possible to determine the key bar-
riers to business development, both according to
the rural entrepreneurs and employees of operators
from their institutional environment. The major
constraints for rural companies development
include, apart from lack of capital (both equity
and from external sources), insufficient level
of information regarding business environment
institutions and their offer for entrepreneurs
(Rozwoj przedsigbiorczosci, 2014: 34). One of
the key reasons for such situation is a large num-
ber of entities of this type operating in Poland.
At the same time, entrepreneurs highly value the
usefulness of services offered by institutions they
have cooperated with so far, and point to centres
which enjoy high credibility and are commonly
recognised among the rural community (Rozwdj
przedsigbiorczos$ci, 2014: 26).

The key threats to business development in-
dicated by the very rural entrepreneurs include,
above all, complicated procedures involved in

53



Conditions for Development of the Institutional Environment...

setting up business activity, excessive fiscalism
of the state towards enterprises and difficulties in
winning external funds for launching and develop-
ment of small and medium-sized businesses (see
Otlowska et al., 2006; Rozwdj przedsigbiorczosci,
2014). Entrepreneurs especially emphasise lack
of capital for setting up and/or development of
business activity, followed by restrictions involved
in availability of accurate information regarding
the support instrument for their activities avail-
able on the market.

Moreover, entrepreneurs point to problems with
obtaining relevant information on the business
environment institutions and their current offer
(forms and scope of operations, target groups of
conducted activities, deadlines for submission of
applications). Research held in 2014 shows that the
most popular source of information on business
environment entities is the Internet, used by over
80% of entrepreneurs. Advisory and information
services are used by approx. 30% of rural entre-
preneurs (Rozwoj przedsiebiorczosci, 2014). It
might be assumed that information available on
the Internet are exhaustive (basically all business
environment institutions have their websites,
where they publish current information), while
the problem is still major fragmentation of the
information, often making it impossible to find the
offer best suiting the needs of the entrepreneurs.
This situation results from different structure of
the websites of respective entities and search en-
gine optimisation, which preconditions the rank
of the result in the search for the given informa-
tion in the most popular search engines, such as:
Google, Bing, Yahoo, onet.pl, wp.pl. Thus, the
access to respective sites often does not depend
on the substantive assessment of the most recent
information on the site, but rather on its general
content. Is should be added that Google continues
to be the most popular Internet search engine in
Poland, accounting for over 90% of all entries
from search engines into any of the sites included
in the GemiusTraffic (2015) research.

Another barrier named by entrepreneurs was
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lack of knowledge both regarding legislation and
procedures involved in setting up a company as
well as specialist knowledge (most often acquired
during trainings) concerning the subject of con-
ducted activity. Moreover, the representatives
of rural circles mention “a crisis of confidence”
— mistrust towards other entrepreneurs (lack of
cooperation opportunities) and some business
environment institutions (no possibility to verify
their credibility, especially in case of private
institutions).

As regards the chances for improvement of
the business institutional environment on rural
areas, the key issue seems to be harmonisation
of activities of the existing institutions around
units, which remain the most recognisable and
the most often chosen by people who want to
take up non-agricultural business activity and by
entrepreneurs already operating on the market and
seeking possibilities to support the development
of their activity. Rural entrepreneurs most often
look for information and possibilities of support
in public units: Agricultural Advisory Centres
or entities operating by municipality and county
offices. Services of such institutions were used
primarily by owners of micro and small-sized
enterprises. It should be emphasised that this type
of companies represent a definite majority among
all entities registered in Poland. Therefore, the
future economic development of rural areas will
depend on the possibility to set up new and run
the existing units of the type. Access to informa-
tion and confidence of the rural population in the
Agricultural Advisory Centres and municipality
entities, enable to recognise the possibilities for
entrepreneurship development in manner of
organisation of the institutional system of the
business environment around these entities. At
the same time, the research notes a high level of
satisfaction regarding the offer of the already op-
erating business environment institutions among
entrepreneurs benefiting from their services. The
availability of various forms of business activa-
tion is one of the main points of implementation
of the rural development strategy, thus the list of
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fundamental problems should primarily include
lack of an ordered system of comprehensive in-
formation concerning the business support system
and institutions acting for enterprises.

The chances of improvement of the entre-
preneurship institutional environment include
also a relatively large number of its component
entities and a wide range of their services (e.g.
loan, guarantee, training and advisory institutions,
etc.). This makes it possible to assume that further
works to improve the availability of such estab-
lishments for rural residents does not require to
create new entities, only to organise the existing
ones (Chmielinski, 2014).

Another issue, often mentioned by rural en-
trepreneurs, is low level of confidence and the
resultant lack of the willingness to cooperate
between entrepreneurs. Such situation concerns
also some business support entities working under
market rules. The possibility to get funding for
private entities working for the SMEs in subsequent
programming perspectives of schemes co-funded
from the EU funds, contributed to creation of a
number of companies operating mainly based
on profit on redistribution of external funds. As
far as their activity should be mostly assessed as
positive, their condition is largely dependent on
continuity of funding from the funds of opera-
tional programmes and, consequently, in the long
term they are at risk of losing liquidity. Recurring
information on low quality of services provided
by some companies, negatively reflects on the
credibility of other entities on the market.

Conditions for activity of private business
environment institutions in Poland

The research held shows that non-public busi-
ness environment institutions have a considerable
potential, which can be used for improvement
of innovation and competitiveness both of the
broadly-conceived rural economy as well as the
agri-food sector (especially in the field of develop-
ment of small-scale processing and direct sales of
agri-food products). In the group of nBEI selected

for the research a rather large share is represented
by entities having sufficiently large staff base and
established position on the market, i.e. support-
ing itself based on different sources of funding
of its activity and usually having several years of
experience in the conducted activity.

Analyzing the form of the activities of the
institutions, one may indicate a significant partici-
pation of non-governmental organizations having
the legal status of foundations and associations.
Units of this type accounted for over two-thirds
of all the examined subjects (Figure 1). Only one
fourth of the analysed group of institutions, were
functioning on strict market basis, mostly in a
form of joint stock company or a limited liability
company. Another group of nBEI are university
or research centre’s units, that often have the form
of business incubators and technology transfer
centres self-employed consultants and economic
self-governments (chambers of commerce, trade
associations).

Among the researched institutions, over 75%
of entities has already cooperated with entrepre-
neurs from rural areas and/or connected to the
agri-food sector. Moreover, over 90% of entities
declare that they have relevant qualifications to
start such cooperation. But then, approx. 5% of
enterprises, which have already cooperated and
nearly 39% of those which have not yet done so,
would have to raise the level of their qualifica-
tions or increase the level of human resources to
extend the activity aimed at development of rural
entrepreneurship.

Non-public business environment institutions
provide their services practically to all of the most
important types of economic activity existing in
rural areas. The demand of respective sections
is, however, to some extent conditioned upon the
structure of the rural economy and specificity of a
given activity. 90% of the researched institutions
cooperated e.g. with enterprises dealing with
trade and services for the rural population. This
is, however, one of the most numerous groups of
enterprises on rural areas. Still, over 40% of these
institutions cooperated also with entrepreneurs
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providing ancillary services and over 60% — food
processing services. This cooperation, in general,
was not limited to single enterprises but covered
rather numerous groups in most of the sectors.
In case of the aforementioned ancillary services
1 entity handled, on average, 29 entrepreneurs
and in case of processing — 53. This attests to
a broad scope of competences of these institu-
tions and to entrepreneurs’ confidence therein. A
definite majority of services had a general busi-
ness character and not a specific one for a given
sector. The institutions were most involved in the
process of setting up companies and in marketing
activities. They were least involved in support to
enterprises in specific areas for a sector, such as
implementation of new products. Over 93% of
entities were involved in setting up new compa-
nies, while assistance in implementation of new
products was provided by only slightly over 60%.
Hence, growth in the engagement of these entities
in innovative processes will require their closer
cooperation with research institutions.

The research also identified the most often
mentioned barriers to nBEI functioning (Figure
2). The most common issue was uncertainty of
funding of instruments supporting business de-
velopment with the EU funds. This uncertainty
was linked to changes in tools and provisions
related thereto in the subsequent programming
perspectives. This also relates to bureaucracy and
complicated procedures regarding intermediation
in funds distribution and nBEI funding of activity
for enterprises, which were some of the issues
indicated by the representatives of nBEI.

CONCLUSIONS

In the light of the research, the major barriers
to development of entrepreneurship indicated by
rural entrepreneurs include, first of all, compli-
cated procedures related to establishing business
operations, excessive fiscalism and difficulties in
obtaining external funds for commencement and
development of small and medium-sized entre-
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preneurship and restrictions associated with the
availability of precise market information. The
entrepreneurs indicate also problems in obtain-
ing adequate information on the BEI and their
current offer (forms and scope of functioning,
target group of conducted activities, deadlines for
applications). Research conducted in 2014 shows
that the Internet enjoys the greatest popularity
when it comes to obtaining information on the
entities supporting entrepreneurship, being used
by more than 80% of entrepreneurs. On the other
hand, approximately 30% of rural companies use
services of advisory-information companies.

The entrepreneurs from rural areas most often
look for information and possibility to obtain
financial support in public institutions: Agricul-
tural Advisory Centres, or entities operating by
municipality and county offices. The services of
such institutions are used, above all, by owners
of micro and small-sized enterprises. It should
be emphasized that the companies of this type
constitute the majority of all the entities regis-
tered in Poland, therefore the future of economic
development of rural areas will depend on the
possibilities of creating the new and development
of the existing entities of this type. On the other
hand, from the research conducted in 2015 by the
Institute of Agricultural and Food Economics —
National Research Institute it can be concluded
that non-public business environment institutions
have a significant potential which can be used
to improve innovativeness and competitiveness
of both the broadly understood rural economy
and agri-food sector (especially in the scope of
development of small processing and direct sales
of agri-food products). Among the analysed units,
a significant part of entities are those having a
rather large personnel and well-established posi-
tion, i.e. based on different sources of financing
of its operations and usually having significant
experience in the conducted operations.

The analysis of research results indicates the
need for higher operation effectiveness of the
system of business environment institutions and
for optimised use of financial support for growth
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in competitiveness of rural companies. Among
the opportunities for improvement in business
institutional environment in rural areas the most
important one seems to be the harmonisation of
operations of the existing entities by improving
the accessibility to information on the services
of advisory entities and the improvement in the
quality and standardisation of services for persons
willing to undertake non-agricultural business
operations, already operating entrepreneurs, and
those who search for opportunities to support the
development of conducted activities.

A local institutional infrastructure plays an
important role in the process of supporting the
development of rural areas. It includes, e.g.,
standards, principles, organisational structures
and mechanisms of actions which constitute the
bases of local development. From the point of
view of potential entrepreneurs and those already
operating in rural areas there is a need to intensify
the activities aimed at further improvement in
institutional environment of business, especially
development and professionalization of services
of institutions operating in this respect. It results
from the fact that socio-economic environment and
spatial conditions of rural areas are different from
those prevailing in urbanised areas. It affects not
only the character of rural entrepreneurship, size
of companies, form and range of operations, but
also the instruments of public policy supporting
entrepreneurship.

LITERATURE

Chmielinski, P. et al., 2015. Instytucje otoczenia biznesu
dziatajace na rzecz rozwoju przedsigbiorczosci na obszarach
wiejskich — diagnoza, kierunki, rekomendacje, authors:
Chmielinski, P. (ed.), Gospodarowicz, M., Wasilewski, A.,
Olinski, M., IERIGZ-PIB, Warszawa.

Chmielinski, P., 2014. Uwarunkowania, wizja i cele
strategiczne rozwoju przedsigbiorczosci wiejskiej w zakresie
otoczenia instytucjonalnego, working paper uner the research
project: Rozwdj przedsigbiorczosci na terenach wiejskich
- diagnoza, kierunki, rekomendacje dla polityki rozwoju
obszarow wiejskich IGiPZ PAN, FDPA, Warszawa

Chmielinski, P., 2006. Wspieranie przedsigbiorczosci w
dziatalnosci gospodarczej matych i §rednich przedsigbiorstw

w Polsce. [in:] Przedsiebiorczos¢ w teorii i praktyce, M.
Struzycki (ed.), Wyd. SGH, Warszawa.

Gospodarowicz, M., Kolodziejczyk, D., Wasilewski,
A., 2008. Uwarunkowania rozwoju matych i srednich
przedsi¢biorstw na obszarach wiejskich. Raport PW 2005-
2009 nr 92, IERiGZ-PIB, Warszawa.

Janasz, W. (ed.), 2004. Innowacje w rozwoju
przedsigbiorczosci w procesie transformacji. Difin, War-
szawa.

North, D., 1990. Institutional Change and Eco-
nomic Performance. Cambridge University Press,
Cambridge.

Ostrom, E., 1986. An agenda for the study of institutions.
Public Choice, nr 48.

Otlowska, A., Buks, J., Chmielinski, P., 2006.
Przedsigbiorczos$¢ na obszarach wiejskich-stan i perspektywy
rozwoju. Raport PW 2005-2009, nr 40, Warszawa.

Sautet, F., 2005. The Role of Institutions In Entrepre-
neurship: Implications for Development Policy. Mercatus
Policy Series — Policy Primer No 1, Mercatus Center at
George Mason University.

Struzycki, M., 1992. Przedsi¢biorstwo a rynek. PWE,
Warszawa.

Van Huylenbroeck, G., Verbeke, W., Lauwers, L. (eds.),
2008. Role of Institutions in Rural Policies and Agricultural
Markets. Emerald Group Publishing, Bingley.

GUS, 2009. Prognoza ludnosci Polski do 2035 roku,
Warszawa.

Rozwdj przedsigbiorczoscei, 2014. Rozwdj przedsiebiorczosci
na terenach wiejskich - diagnoza, kierunki, rekomendacje
dla polityki rozwoju obszarow wiejskich. Opracowanie
koncepcji systemowego wsparcia przedsigbiorczosci
na obszarach wiejskich, IGiPZ PAN, FDPA, Warszawa,
28.02.2014.

57



