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Abstract

This paper analyses the role of SMEs in regional development, focusing the particular
case of Lublin Region in Poland. By using a questionnaire presented to firms that are
operating in manufacturing and construction sectors were analysed several issues related to
firms themselves, and their sustainability strategies. The sustainability strategy was measured
through the combination of the three main perspectives in sustainable development:
Economic, Social, and Environmental. This study aims, in a first stage, to analyse
entrepreneurs’ view of their role in local and regional development, by the adoption of
sustainability strategies at the three identified levels. After that, it will also be explored the
relation between sustainable development and other variables such as: business local
integration, firm age, number of years in the actual location, or firm legal form.

As mentioned, the methodology adopted was the questionnaire, in order to get
entrepreneurs opinion. In order to guarantee a valid sample, and considering the number of
firms operating in this region, it was calculated the number of a valid sample, and due to the
results obtained after a pilot study it was identified a valid sample of 44 questionnaires.
However, due to the number of firms operating in the manufacturing and construction
businesses (above 34.000) it was decided to collect some more questionnaires. At the end 314
questionnaires answered by managers from SMEs operating the in region of Lublin, acting the
in the manufacturing and construction sectors, were accepted for this analysis.

As main results it was identified that the major concern of entrepreneurs is related to the
economic perspective. The second most important perspective was the environmental and at
last the social one. In general the results were very positive. Most of firms present a proactive
attitude towards to sustainable development, arguing that they adopt sustainability strategies
(Economic, Social, and Environmental) at their management policies and strategies. However
it was noticed that while older firms (above 10 years old) present greater concern with social

and environmental issues, younger firms, are focusing in the economic perspective.
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Another interesting finding is related to the level of local integration. Most of businesses
done by the firms in this region occur in the region, i.e., 54.9% of total purchases are done in
the region, while sales in the region assume a figure of 62.5%. This indicates the existence of
a high level of local business integration. When comparing the relation between firms’
sustainability strategies and local integration, it was identified the existence of a dependence,
but the tendency identified was surprising. It was expected to find that those firms that are
doing most of businesses (upward and forward) in the region, would be those that, in general
present a higher concern to local sustainability, namely at social and environmental levels.
However, locally acting firms do not present a sustainable strategy as other firms do. The
result is also interesting, because it might mean, that firms that are operating behind regional

frontiers, are promoting a more efficiently local development than local acting firms.

Key Words: SMEs; Sustainable Development; Local/Regional Development;
JEL Codes: M10, 014, 018, 044

1. Introduction

The important role of businesses in regional economic growth and development is widely
accepted as it is possible to find along the state of art, as for instance in the studies based in
the triple and quadruple helix model (Leydesdorff, 2000; Gouvea, Kassicieh, & Montoya,
2013) .

In economic terms the region is considered as a set of territorial units which, in terms of
selected criteria, share many common features and have a number of distinctive
characteristics as compared to the surrounding areas; the region is specialized and has a
particular set of productive forces (Kucinski, 1990).

Today, it is a widely accepted notion that the development of regions is the driving force
behind the economic growth of countries (Pietrzyk, 2001), and the recognition of this fact is
reflected in various European Union’s policies (Antonescu, 2014; Sirbu, 2014). A major
factor for this growth can be find in the entrepreneurial fabric, through its role played in
generating added value, innovation and jobs (Muresan & Gogu, 2012).

Regional development embraces the processes of quantitative growth as well as
qualitative progression. These processes are seen as changes occurring in many spheres,
including the economy, technology, natural environment and in society (Duarte & Diniz,
2011). These changes have both economic and societal dimensions and in the long term they

should lead to improving the quality of life of inhabitants, the setting-up of new enterprises
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and the creation of new jobs, the upgrading of the regional economic infrastructure and
therefore they contribute to an increase in gross domestic product per capita generated in the
regional economy. The pace of these changes is contingent on the type of resources deployed
in particular areas, their structure and a degree of concentration, as well as a current level of
development.

Institutional development, restructuring of economic activity, technological development
and innovation, mobility and migrations of people, development of human capital,
development of services, improvement in the quality of life and natural environment, as well
as the preservation and enrichment of cultural identity are claimed to be the major
components of regional development (Bojar, Stachowicz 2011, Klasik 2002). Factors such as
the market knowledge and experience, academic ground and internationalization are
presented by Kisman & Tasar, (2014) as the key elements of local development.

However, some authors argue that other factors, such as the utilization of regional
resources by external entities (exogeneity), involving external entities in the use of local
resources (stimulating character), and involving local entities in the utilization of external
resources (attracting character) also play an important role in regional
development (Potoczek, Stepien, 2012; Coffey, Polése, 1984). Other approaches to regional
development increasingly emphasize that the development of regions should be based on its
internal potential and should be determined and driven based on a bottom-up
pattern (endogeneity) (Coffey, Polése, 1984; Bergman, Maier, Todtling, 1991; Asheim1995;
Porter, 2000; Grosse, 2002; Bis, Zminda, 2014). Some authors also argue that to a large extent
the regional and local development is shaped by entrepreneurship and enterprise development,
in particular in the sector of small and medium-sized enterprises (SMEs) (Mrva & Stachova,
2014; Pike, Rodriguez-Pose, Tomaney, 2007). It is emphasized that SMEs play an
increasingly vital role in ongoing processes of economic growth and development.

Rocha also highlights a particularly important role of SMEs in creating GDP and new
jobs, mitigating poverty and disparities, and in improving the quality of life (Rocha, 2004).
SMEs generate a sizeable income for the state budget and local communities, and therefore
they contribute to the social and functional change of relevant areas, affect the innovativeness
of economy (Onak-Szczepanik, 2006), and contribute to well-being of regions and their

inhabitants.
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Stawasz argues that SMEs demonstrate several distinctive traits, which determine their
role in regional development, such as greater flexibility and the resultant adaptability to
change, local character, and a high degree of creativity and innovativeness (Stawasz, 2001).

In assessing the impact of SMEs on the regional development Lachowicz points to the
following phenomena: a direct influence of SMEs on the current situation on the labour
market and the level of revenues of inhabitants; an influence on the development of the goods
and services market, including closing existing market gaps; the role of SMEs in the growth
and development of public institutions and big enterprises through cooperation; the role of
SMEs in creating positive models for the development of local and regional entrepreneurship
throughout the so-called multiplier effect; the role of the SME sector in increasing
competitiveness and innovativeness; the participation of SMEs in the development of
education, culture, sport and other fields through sponsoring and shaping social
needs (Lachiewicz, 2012).

Struzycki, (2002) claims that SMEs due to their inherent specificity can even surpass
large firms, in particular as regards the following aspects:

- responsiveness to shifting market requirements;

- business management as they have simple and less bureaucratized management

structures;

- better ability to take advantage of emerging market opportunities;

- development of more efficient internal information exchange systems developed to

ensure a better adaptability to change and fluctuations in external requirements;

- better use of expert knowledge of experienced specialists;

- ease in establishing cooperative relations thanks to their ability to mobilize and hire

needed workforce in a quick and efficient way; and

- utilization of funds made available to support the development of the SME sector

and local economies.

Numerous studies on the relationship between regional development and
entrepreneurship highlight the feedback loop pattern, i.e., on the one hand developing and
growing firms impact the development and growth of particular areas, on the other hand, the
near and remote environment creates various conditions affecting the development and
growth of economic entities (Luczka, Przepiora, 2012). Among macro-regional factors, which
in most situations have an independent character (or are shaped in a limited manner), usually

are numbered economic conditions of the region, and its technological, legal and cultural
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conditions (Kazmierski, 2012). The nearest environment, along with embedded factors such
as suppliers, customers and competitors, as well as conditions on the local labour market and
existing social and material infrastructure, is of the most vital importance to the development
of SMEs.

Equally important are those components that can be shaped directly by local and regional
authorities, such as various schemes stimulating entrepreneurship development, incentives for
investors, and preferential terms offered for business start-ups (Kazmierski, 2012). These
facilities are of crucial importance to the regions and local communities characterized by a
relatively low level of social and economic development. The Lublin Region located in
eastern Poland is an example of such backward regions. In order to study the relation of
SMEs in Lublin’s development, we will next present the region, and the methodology adopted

for this research.

2. Characteristics of the Lublin Region (Poland)

Lubelskie Voivodeship, which is located in eastern part of Poland, occupies an area of
more than 2.5 million hectares, of which 70.4% is arable land (CSO, 2013a:). Despite the
large area, it is one of the least populated and urbanized regions in Poland. Lubelskie
Voivodeship is situated on the eastern EU border with Ukraine and Belarus.

In 2012, the total number of working population was 947,000, of which 50.5% worked in
services, 27.7% in agriculture, forestry, hunting and fishery, while 21.5% in industry and
building (CSO, 2013a and next; CSO, 2013b). As of the end of 2012, the rate of
unemployment was running at a level of 14.2% (CSO, 2013b). In 2011, GDP in Lubelskie
Voivodeship calculated in current prices amounted to 13,254.9 min EUR?, which accounted
for 3.8% of Poland’s GDP. GDP per capita was equal to 6,027 EUR, while Poland’s GDP per
capita in the same period equalled 8,980.5 EUR (CSO, 2013b). GDP per capita generated in
Lubelskie Voivodeship amounted to only 42% of the EU average (CSO, 2013). All the main
economic indicators show that Lubelskie VVoivodeship is one of the least developed regions in
Poland (Gajewski, 2012).

In 2012, in Lubelskie Voivodeship operated over 166,000 entrepreneurs, of which 76.2%
were individual entrepreneurs (CSO, 2013b; US, 2013). Almost 77% of entrepreneurs
operated in services, 20.5% in manufacturing and construction, while the remaining 2.6% in

agriculture, forestry, hunting and fishing sectors (CSO, 2013b). In Lubelskie VVoivodeship the

! Data expressed in PLN have been converted to EUR based on the average currency exchange rate of 31
December 2011.
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number of businesses per 10,000 inhabitants was 766 which was markedly below the Poland’s
average of 1,031 business entities (US, 2013). Over 95% of all businesses registered in
Lubelskie Voivodeship employed less than 9 persons (US, 2013). Most entrepreneurs (over
64%) conducted their business in cities (US, 2013). Previous business surveys show that most
businesses are run locally and their activities are limited to local communities (gminas and
poviats) (IBS, 2011).

In 2012, the total investment outlays amounted to 2,411.1 million EUR?, of which 65.1%
were made in the sector of services, 30.7% in manufacturing and building, while 4.3% in
agriculture, forestry, hunting and fishery (CSO, 2013a and next; CSO, 2013b).

Overall, it is assessed that an investment attractiveness of Lubelskie VVoivodeship is quite low.
This is due to a lack of well-developed transportation infrastructure, which is seen as a major
hurdle in running a business. It also makes the region less attractive for tourists and thus

discourages potential tour operators to make investments (IBS, 2011).

3. Research assumptions and research methodology
3.1. Research assumptions:

The purpose of the study, carried out in 2013, in the manufacturing and construction
sectors of Lublin was to establish how the entrepreneurs perceive their role in local and
regional development. For this purpose, the following working hypotheses have been put

forward:

H1: Entrepreneurs operating in the Lublin Region in selected sectors of regional economy
recognize their significant role in social and economic development of the region and
local communities.

H2: Entrepreneurs operating in the Lublin Region demonstrate positive attitudes towards
sustainable development.

H3: Among the three areas of sustainable development of the region, the economic aspect is

dominant for entrepreneurs.

3.2. Sample calculation:

Since questioning the whole of the population was not possible due to time constraints, the

2 Data expressed in PLN have been converted to EUR based on the average currency exchange rate of
31 December 2012.
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study was focused on a valid sample. In order to find the minimum sample size it is necessary
to define:
e Confidence level;
e Error margin;
e Proportion of answers obtained in a particular section.
Following the authors’ suggestion was developed a pilot study with 35 observations in order
to analyse the proportion of answers that occur relatively to the degree of sustainability. From
this initial sample it is possible to do some inferences to the final sample, using the following
formula:
(1) n=p%*q%*(z/e %)*
where: n: minimum sample size required;
p%: proportion belonging to the specified category;
q%: proportion not belonging to the specified category;

z: z value corresponding to the level of confidence required:

e: margin of error required,;

In order to calculate the sustainability levels we first considered the three dimensions of
sustainable development, as presented in Table 1

Table 1. Number of questions by each strategy

Economic . Environmental
Test area Social Development
Development Development

Number of questions 4 questions 5 questions 3 questions

Each dimension was evaluated according to the identified questions. Each question was
answered on a likert-scale (1 to 5). For each dimension we summed the results of questions
within that dimension, and the result was divided by the number of questions considered in
each dimension.

In order to get the sustainability results, we calculated the average results for the three
dimensions. The output was organized into 5 categories:

e Very weak

e Weak

e Moderate

e Positive

e Very positive
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According to the results from the pilot study the minimum result was a moderate
approach. In order to calculate the minimum sample size it is necessary to have a yes or no
approach. In other words, it is necessary to find a percentage for firms that take a sustainable

behaviour versus non-sustainable. The results obtained were as follows:
Table 2. Sustainability results from the pilot study

Frequency | Percent | Valid Percent | Cumulative Percent
Valid Moderate 1 29 29 2.9
Positive 27 77.1 77.1 80
Very Positive 7 20 20 100
Total 35 100 100

Those results suggested the classification as sustainable behaviour firms with a positive
and very positive result (97.1%) and non-sustainable firms with a moderate approach to
sustainability (2.9%).

In terms of sample size results, those figures led to the following result:

N =97.1% * 2.9% * (2—;6)2 = 43.27

That means that in order to get a valid sample it would be necessary to get 44 answers.
Since this figure is to low, we decided to get more than the suggested answers, and we were
able to get 314 answers.

4. An analysis of the research findings

4.1. Sustainable Development Strategies

The questionnaire on sustainable strategies was organized in the three main areas of
sustainable development. The first question was a general approach to the role of firms on
local development: “Firms play an important role on local development”. On a possible
classification from 1 to 5 the average answers presented a value of 4.21, which means that
interviewees, most of them with managerial responsibilities, believe that firms are important
agents on local development. However, the results are slightly different when it comes to the
role of small firms. In the scenario of indicating small firms as the most important players on
local development the average result decreased to 3.88. It means that small firm managers

understand that their larger incumbents have more responsibility on local development.
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After these brief considerations on the initial results we will present some results on
sustainability strategies.

The questions were analysed in groups of variables, following the methodology by Hill &
Hill (2002): latent variables. To analyse each dimension it was used a different number of
questions as presented in Table 1. The economic dimension was measured through the
questions:

1. Firms play a crucial role in local development;

2. Small firms are those who can contribute more for a region development;

3. Firm profits must be reinvested in firm businesses/assets;
4

Long-run success is more important than short-run performance.

Even recognizing the important role of firms on local development (4.21) interviewees did
not recognize this importance on small firms since the average result for the second economic
dimension question was 3.88. Considering the answers to question 3. and 5. (below) the
average results were 4.01 for firms profit reinvestment and 3.43 for region profit
reinvestment. These results also show that firm factors present higher values than regional
ones. This might indicate the existence of a perfectly justifiable concern with the economic
dimension.

By doing an analysis to the economic dimension was obtained an average result of 4.43
out of 5. The result demonstrates the attention that is being devoted to the economic
dimension.

The social dimension was analysed through the questions:

5. Profits must be reinvested in the region;

6. Firms’ employees must be recruited in the region;

7. Firm has mechanisms to prevent child labour (even in outsourced services);

8. Firm must support society (through sponsorship social and cultural actions) in a

regular basis;

9. Firm promotes employees lifelong learning.

Analysing the questions as one variable, it is possible to get the results about the social
dimension that is 3.89. As expected firms are defining their strategies more focused in the
economic dimension.

The environmental dimension was analysed through the questions:
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10. Firm knows and tries to reduce environmental impacts;
11. If just a few firms break the environmental rules, the consequences are not significant
(reversed analysis);

12. Firm is investing in the use of clean energies;

The average result was 3.95 that is a very good result, since it shows a concerning with
the green dimension, even above the social one.

It is quite interesting to note that in a similar study carried out in a Portuguese region
(Duarte & Diniz, 2014) the findings were similar. In that study the most important dimension
identified was the environmental, followed by the social, and the economic dimension was the
last one. This question opens new paths for further research. In order to test these results, a
new questionnaire is being applied in Portugal in a wider region than the original one, and the
same research is being carried in a Romanian region. The main idea is to compare the results
in different periods of time, and in different regions.

Considering all dimensions the average result for sustainability presents a global result of
4.19 (see Table 3) which means that on average, firms present a positive, let’s say, proactive
attitude towards to sustainability. Considering individual results and forming classes where
the lower means a weak approach to sustainable development and the highest a strong
approach it was possible to verify that most of firms (91.3%) present a proactive attitude to
sustainable development.

This figure even being lower than the results obtained in the pilot study, do not
compromise the sample size validity, since the original sample size required was of 44
questionnaires with a percentage of 97.1% - 2.9%, but the number of valid questionnaires
collected was 314, that assures validity even in a 50% - 50% situation.

Table 3. Sustainability results by dimension

Economic Social Environmental Sustainable
Development Development Development Development
N Valid 314 314 314 314
Missing 0 0 0 0
Mean 4.4299 3.8949 3.949 4.1897

The research findings clearly indicate that entrepreneurs operating in the Lublin Region
(manufacturing and construction sectors) recognize that their business activities play an
important role in local and regional development. Their activities are conducive to sustainable
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development of areas where they carry out their business. What is important however is that
entrepreneurs’ activities focus mainly on economic development, and therefore they
recognize their role in economic development and to a lesser degree perceive other aspects of
their activity. This can be explained by a supposition that entrepreneurs attach importance
first and foremost to tangible benefits that may result from their activity for their own
enterprises, employees and a wider environment they operate in.

Moreover, in our view, the other element, which could materially have affected the
findings, is the fact that in Poland child labour is banned, and one of the questions in our
survey involved the exploitation of child labour. However, this question was kept, in order to
identify firms’ control on their labour (internal and external) workers. Moreover, in Poland
the use of renewables in the power generation industry is still very poor and hence it could
also to some degree flaw the research findings. However, even with this constraint, the resolts

on the environmental perspective were positive.

4.2. Local Integration

Once we are discussing in this paper the sustainability strategies and somehow the
relation: firm-region, it seems to be relevant to present some results on upstream and
downstream relations.

Considering upstream relations, in the questionnaire it was asked to identify the location
of firms’ three main suppliers, according to the locations presented in Table 4.

Table 4. Location of the 3 main Suppliers

Supplier 1 | Supplier 2 | Supplier 3

% % %
No answer - 3.2 9.6
In the same municipality 46.2 226 232
In other town in Lubelskie VVoivodeship 24.2 34.7 19.7
In other municipality in eastern Poland 6.4 156 146
In other municipality in Poland 178 20.1 255
European Union 3.8 3.8 5.1
Somewhere else 1.6 2.2
Total 100.0 100.0 100.0

On what regards downstream relations the results are presented in Table 5.
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Table 5. Location of the 3 main Customers

Customer 1 | Customer 2 | Customer 3

% % %
No answer 7.3 15.6
In the same municipality 62.1 236 17.8
In other town in Lubelskie VVoivodeship 172 414 255
In other municipality in eastern Poland 4.8 8.6 146
In other municipality in Poland 8.6 134 19.7
European Union 5.7 4.8 45
Somewhere else 1.6 1.0 2.2
Total 100.0 100.0 100.0

From the previous Tables it is clear that most of the businesses are done in the region (in
the same municipality or in Lubelskie VVoivodeship). However in order to get a clearer vision

of these relations it was built a table (Table 6) that presents the average results by location

considering the 3 main stakeholders.

Table 6. Degree of local integration

Business Relations Location Upstream Downstream
% %
Ultra-local In the same municipality 30.7 345
Local In other town in Lubelskie Voivodeship 26.2 28.0
Regional In other municipality in eastern Poland 122 9.3
National In other municipality in Poland 211 139
International Outside Poland 55 6.6

Comparing up and downstream businesses it was possible to verify that firms are selling
more in the region than buying. Since the target population were firms in industrial and
construction sectors, the results are somehow expected. Firms' final products may be acquired
in the region (B2B or B2C) easier than raw materials.

Considering the suppliers’ location, it is possible to realize that 56.9% of the suppliers are
located either in the same municipality or in Lubelskie Voivodeship. On what regards
customers the figure raises to 62.5%. These figures mean that most of the businesses are done
within a local area.

These findings are interesting from the local perspective, but at the same time present
some concerns. Even exporting more (6.6.%) than importing (5.5%), the exports level is too

low. This result might indicate a high level of dependence on the internal (mainly local)
market.
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4.3. Sustainable development vs. Local integration

Taking into consideration the results on sustainability strategies and local integration, we
decided to go further to search for stronger relations between these variables.

In order to analyse a relation (variable association) between sustainable firms (sustainable
behaviour) and local integration, we took two cross tabulations based on the following
hypothesis:

Ho: The variables are independent (do not exists variable association) vs.

Hi: The variables are dependent (exist association)

In order to analyse these hypothesis, according to the literature we must run a y° test. The
decision will be taken according to the p value obtained with the x? test.

In first place we created two new variables to classify firms as local actors on both
upstream and downstream businesses. To do so, the new variables considered as local actor
firms that were either buying or selling just for stakeholders (three main suppliers and
customers) located in the same municipality or, at most, in another town in Lubelskie
Voivodeship.

After getting these new variables each one of them were crossed with the Sustainable
Development variable, in order to analyse variable (in)dependence.

On the cross tabulation result (sustainable development vs. upstream integration) it was
verified that some observed results differ from the expected ones, which leads to the
possibility of variables association. By requiring the x° test we got a p-value of 0.001709.
Since this result is lower than 0.01 it means that Ho might be rejected with a confidence level
of 99%, i.e., it might exist association between these variables.

By rejecting Ho one could assume that those firms that are acting locally are the most
sustainable ones. It makes sense because if those firms are embedded in the region they may
act proactively, or at least they will reply to the social and environmental behaviour.
However, deeper analyses on the results show the opposite. In order to assume variable
independence it was expected to get a result of 29 local acting firms with a very good
sustainable development level, but the results counted just for 16 firms. At the same time, the
expected result on a very good level for not locally (acting) firms was 57 firms, while the

results counted for 70. Since the y* test allows the rejection of variables independence, we
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may argue that firms that are acting not only in a local level (upstream perspective), present a
more sustainable strategy than firms that are acting mainly in a local level.

On what regards downstream integration, by doing the same procedures the p value result
was 0.010349. This result also allows to reject the null hypothesis, this time, with a 95%
confidence level. However the conclusion is similar: locally acting firms do not present a
sustainable strategy as other firms do.

The results from these tests led us to undertake another test. Is there a relation between a
sustainable strategy and the competitors’ location?

p value = 0.031 reject the null hypothesis with a 95% confidence level.

Firms that identify their main competitors as not local, present better levels of
sustainability strategies. This local concern might be a strategy to strength their relation with
local stakeholders creating like this entry barriers to external (not local) competitors.

In order to get some more information about the variable that might influence the
sustainability strategies some more tests were performed.

In first place we tried to analyse the relation with firm legal form. The hypothesis is: Is
there any type of firm with characteristics pro or anti sustainability?” According to the results
the y° test result is not valid since an assumption was not met. However there are not
evidences of dependence, since the counted results are close to the expected ones.

Other tested hypotheses were the relation with firm age and the numbers of years in the
actual location. In order to test these hypotheses the both variables (age and years in last
location) were organised into three classes: from 1 to 10 years; from 11 to 20; more than 20
years. At first it was analysed the variable “firm age”. All the assumptions were met and from
the results we may reject the null hypothesis of independence with a confidence level of 95%
(p value = 0.047). According to the results (expected and counted) it is possible to say that
older firms (> 10 years old) are more committed with the region adopting strategies aiming
sustainability. It seems that focus mainly on economic results is a characteristic of relatively
young businesses, while the recognition of other aspects, for example social and
environmental, comes later in time as the business grows and matures.

On the other hand the test results from the variable “years in the last location” do not
allow a rejection of the null hypothesis (p value = 0.266) leading to the conclusion of

independence of variables.
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The last results presented, allow us to conclude, that firms start to adopt a proactive
sustainability strategy after their initial period (around 10 years). However, the location is not
important, since the strategies do not change according to the location, but with firm age.

5. Summary/Further Research

Summarizing the obtained research findings it can be concluded that our tentatively
adopted research hypotheses have been verified:

H1: Entrepreneurs operating in the Lublin Region in selected sectors of regional economy
recognize their significant role in social and economic development of the region and
local communities.

Indeed, however even assuming an important role of SMEs in local development, the
entrepreneurs view assume that their larger incumbents assume a role that is above the
SMEs one.

H2: Entrepreneurs operating in the Lublin Region demonstrate positive attitudes towards
sustainable development.

According to the results 91.3% of firms present a proactive behaviour on sustainability
strategies.

H3: Among the three areas of sustainable development of the region, the economic aspect is

dominant for entrepreneurs.
Generally, it can be stated that since the activities of entrepreneurs focus on the
economic aspects, they tend to perceive their role and importance for local communities
through the economic prism. Also interesting to note is the importance given to the
green dimension of sustainable development, that was classified as the second most
important on firms’ strategies.

Entrepreneurs carrying out their business in the Lublin region in the manufacturing and
construction sectors recognize their important role in the social and economic development of
the region.

Moreover, a detailed analysis allowed us to observe significant discrepancies between
activities undertaken in line with the postulates of sustainable development by businesses
operating locally and businesses which to a large extent use the resources and opportunities

emerging at a regional, or even wider level.
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Once identified a concern about sustainability by firms operating in the region of Lublin,
it was expected that by the very fact that they operate locally and provide goods and services
to local communities, they would be more willing to use locally available resources, and to
undertake activities concerning all aspects of sustainable development. In fact, it was verified
an important level of local integration 56.9% (upstream), and 62,5% (downstream) business
activities are performed in the same municipality or at least in the Lubelskie VVoivodeship.
However, the research findings suggested that firms that are acting outside regional borders,
present a higher propensity to sustainable strategies adoption.

This type of development, termed "attracting”, may stem from their willingness to meet
the demand for certain goods and services which are not available on a certain area, and when
certain resources are not available locally.

The "openness” to external resources also means that firms establish cooperation links
with companies based in other regions, which operate nationally or internationally. By the
same token they are also more open to a specific "learning™ process, and therefore they tend to
recognize also non-economic needs. As a result, these firms are more likely to undertake
actions and efforts for the environment and local communities. Hence, the entrepreneurs’
assessment of the role of SMEs in the local development seems to be more comprehensive
and to a higher degree focused on sustainable development.

Based on research we have observed that the longer the firm exists, the more willing it is
to pursue a proactive sustainable development strategy. However, this observation should not
come as a surprise. It is quite obvious that in the initial stage of running a SME when it enters
the market and strives to survive, its owner is focused on economic issues in order to retain a
market share and make profit. This affects how entrepreneurs perceive their role in their
environments. Along with the quantitative and qualitative development of the enterprise when
its position on the market and financial standing becomes more stable, entrepreneurs start to
see other opportunities for influencing the environment they operate in and thus they are more
willing to undertake activities also in other fields. Hence strategies of enterprises operating
longer than 10 years to a larger extent incorporate activities focused on the natural
environment and society.

The research findings presented above indicate that both the lifetime of a SME, and a
territorial range of its activity, play an important role in the context of adopting and pursuing

by this enterprise an active sustainable development strategy.
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This allowed us to conclude that an effective and efficient sustainable development
policy, apart from other factors, requires the inclusion of measures designed to support the
development of entrepreneurship through a system of incentives to business start-ups, as well
as supporting and strengthening the existing firms in order to encourage them to establish

cooperation links with other entities, in particular the ones operating on a larger scale.
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