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Abstract

Innovations are considered to be one of the most progressive determinants of so-
cio-economic growth, also in the regional and local perspective (compare Petrariu,
et al., 2013; Priede & Pereira 2013; Sternberg & Arndt, 2001). The high level of
innovation has a positive impact on productivity at the firm level (business per-
formance, see, e.g. Bhaskaran, 2006) and consequently also on the economic re-
sults at regional or national level (economic performance, see, e.g. DiPietro &
Anoruo, 2006).

The aim of this paper is to contribute to a greater understanding of the research on
institutional support system for SMEs innovativeness in the Podkarpackie region.
In analyzing this case, we raise the following two questions: (1) what are the types
of innovation strategies of SMEs in Podkarpackie?; (2) what are the factors affect-
ing innovation and potential barriers to further use of institutional support system
aimed at the implementation of innovation in enterprises.

The study was qualitative interviews (in-depth interviews - IDI) with key individu-
als in SME’s, R&D units, business environment institutions, regional and local
authorities. Based on the opinion of entrepreneurs and others, evaluated programs
and projects dedicated to innovation and identified barriers encountered by entre-
preneurs limiting the implementation of innovation. Made in this way to assess the
effectiveness of institutional support system.

The results of our research show that institutional support system mitigate negative
consequences of peripheral localization of the enterprises, where specific innova-
tion strategy has no influence on SMEs assessment of innovation effectiveness.
The innovation is too costly and SMEs are too weak in peripheral region, therefore
there is great need for reasonable and flexible institutional support system. Howev-
er, peripheral situation influences this institutional system itself, strengthening the
mechanisms of self-cenzorship.



Introduction

The aim of this paper is to contribute to a greater understanding of the
research on institutional support system for SMEs innovativeness in the
Podkarpackie region. In analyzing this case, we raise the following two
questions: (1) what are the types of innovation strategies of SMEs in Pod-
karpackie?; (2) what are the factors affecting innovation and potential bar-
riers to further use of institutional support system aimed at the implementa-
tion of innovation in firms.

Podkarpackie Voivodship is a region of low level economic develop-

ment. Podkarpackie’s efficiency-driven manufacturing industry was con-
sidered to be dormant, however in terms of innovation it ranked quite high
— 65 place in the RIS 2016 (Regional Innovation Scoreboard 2016), which
surveyed 214 European regions. When it comes to innovativeness The
Podkarpackie region is a Moderate Innovator. Innovation performance has
increased (+3%) compared to two years ago.
The relative strengths compared to the EU28 are in Non-R&D innovation
expenditures, Tertiary education attainment, and Exports of medium and
high tech products. The relative strengths in the regional innovation system
are Exports of medium and high tech products, Tertiary education attain-
ment, and Non-R&D innovation expenditures. Relative weaknesses are in
SMEs with marketing or organisational innovations, Public R&D expendi-
tures, and EPO patent applications.

Method of the Research

The article is based on analysis of 16 structured in-depth interviews
(IDI) conducted with the representatives of: innovative SMEs (4 inter-
views), business environment institutions (BEI — 5 interviews), research
and development entities (R&D - 5 interviews) and local government (LGs
— 2 interviews). The interviews were financed in 2014 within research pro-
ject titled “The Study of the Impact of Investments in Innovation on the
Competitiveness of the SME sector in Podkarpackie Voivodship”.

Each interview had been double-listened and then the fragments of
statements regarding the six areas (understanding of innovation, benefits of
innovation, costs of innovation, barriers to innovation, cooperation in inno-
vation and problems of cooperation with environment) had been inde-
pendently transcribed. In the second step of analysis, the transcriptions had
been transferred into Atlas.ti software, and once again independently, cod-
ed. All codes had been discussed and double-checked with citations and
then nodes and links had been created (matrix, along with the models, is
available from the authors).



The analysis are of qualitative character — they rather show specific per-
spective and way of thinking/argumentation line resulting from subjective
perception of the problem. In this meaning, the results are not representa-
tive in any aspect. We concentrate on better understanding of the phenome-
non, trying to present different perspectives of main process participants. In
our opinion, we show major differences in perceiving innovativeness of
small and medium enterprises that reveal fundamental problems in support-
ing innovation in peripheral region.

Innovation strategy in SMEs perspective

The very core of SMEs perspective is the dyad of “profit” and “costs”.
Of course, the interviewed representatives of innovative SMEs stated that
innovation, especially understood as “a breakthrough”, is their “niche” of
business. However, they also stressed that “long-term potential profit” and
“need for profit” are also crucial barriers to breakthrough innovations, be-
cause of the costs: the need for “internal resources and capabilities” (under-
stood as own design departments or own laboratories etc.) and “costs of
implementation” (such as calculating market prices, clients’ interest, build-
ing production lines etc.). One must remember that it is small and medium
enterprises’ perspective, showing crucial internal contradiction: on one
hand innovativeness is main source of income but in the same time it needs
great amounts of expenditures that could lead to the risk of bankruptcy due
to long-term and potential profit from the innovation.

This contradiction has been solved by introducing one more party to the
whole model: the client. Our interviewers stressed that they concentrate on
the clients as “source of innovation” — becoming contractors of someone
else’s ideas. Such solution allows to use (and finance) “internal resources
and capabilities” and transfer the “risk of potential failure” along with
“costs of implementation” to the client. For small and medium enterprises it
means in practice that they do not pay for the risk and they can sustain the
“resignation flexibility” (meaning the resignation when the innovation is
impossible to introduce into profitable activity).

Pragmatism of small and medium enterprises’ representatives goes
much further beyond the relation with the clients. The innovation is per-
ceived as “long-term process” where the mentioned “flexibility in resigna-
tion”, especially when the planned innovation is impossible to introduce to
practice after two-five years of expensive research, is the only mechanism
to prevent from major loss that could threaten the existence of the SME.
This pragmatism leads to skepticism about strict formalities of public fi-
nancial support such as the EU funds on innovativeness. In SMEs perspec-
tive the formal frames of programs to support innovation, especially the



order to implement innovations in declared terms, is the source of prob-
lems.

In practice it results in conscious resignation from public financial sup-
port and financing the innovation from own sources and along with the
client. Therefore, when speaking of “cooperation in innovation”, SMEs
representatives concentrated on “no external financial support”. Additional-
ly, the regional system of innovation support is perceived by representa-
tives of small and medium enterprises as not fully transparent and equal to
all participants (“unreliable external financial support”).

We do not evaluate the system itself — we just present how it is per-
ceived by those who it is planned to support. The conviction about unrelia-
ble conditions might be the consequence of very strict formal requirements
that often apply only to editing aspects of application.

There is also another consequence of close relation with the client — the
innovation must be developed in strictly certified conditions if it is to be
implemented in practice. During the interviews our respondents regularly
emphasized that they were interested in cooperation with research and de-
velopment entities or laboratories “based on competence and quality”. That
meant that SMEs are able to search for proper partner far out of region
borders, regardless of the current regional financial support program.

In our opinion this combination of arguments explain relatively small
amount of external financial support in development of innovations in
small and medium enterprises in Podkarpackie region (Lewandowska &
Stopa, 2016, pp. 8-15; Lewandowska et al., 2014, pp. 785-797).

Innovation strategy in R&D perspective

Out of five interviewed R&D four are strictly connected with local uni-
versities (two with University of Rzeszow and two with Rzeszow Universi-
ty of Technology). The fifth one is public research institute localized in
Podkarpackie region. Nevertheless, they all were quite similar in argumen-
tation construction when speaking of innovation strategy.

In general, research and development units present wider perspective of
innovation than it was in case of SMEs. For the last ones innovation was a
source of profit, a niche of business activity. R&D perceive “innovation as
development mechanism”, both in economics and as social capital mean-
ing. What we find really interesting is the fact that researched representa-
tives of R&D think about innovation on two separate but still complemen-
tary levels.

The first level is more pragmatic — it is the level of cooperation with en-
terprises. Within this cooperation research and development units play of-
ten the role of subcontractor, sometimes the role of a partner for firms. In



this meaning R&D support for local and regional enterprises ensures their
better competitiveness and therefore is a development mechanism (in opin-
ions of researched representatives).

The second level of understanding the innovation is more ideological,
where cooperation in innovation with enterprises, based on the newest
technologies, allow to educate in practice future human resources that will
trigger further innovativeness. What is worth to underline in this argumen-
tation is that educational role is described only within practical cooperation
with firms.

In other words, “internal resources and capabilities” of R&D are seen by
them as tools for technological, economic and social development of the
region. In that perspective, there can be only barriers and obstacles in ful-
filling this way defined mission. And actually there are, at least interviewed
representatives pointed such barriers: both internal and external. However,
none of the researched R&D criticized their “internal resources and capa-
bilities” themselves.

Among internal barriers to innovation the representatives of researched
R&D mentioned costs of the research. That is why they do need coopera-
tion with enterprises, “with any interested” that can finance the usage of
R&Ds’ “internal resources and capabilities”. In other words, the costs of
innovation are “transferred to the client”. Such cooperation is perceived as
“long-term process” — R&D usually have long-term cooperation agree-
ments with their business partners. Of course, partners should afford on
expensive research projects, therefore there is a “lack of entities” in the
region that can cooperate with R&D, and there is “competitiveness” in
cooperation with enterprises among R&D.

But, because of the fact that R&D are part of larger organisms (universi-
ties), such cooperation is blocked by “internal legal frames” or bureaucracy
in practice. Though, it is not the greatest problem of cooperation with pri-
vate partners. Universities’ research and development units have been fi-
nanced from public sources such as the EU funds, and therefore there is a
five-year term of non-commercial usage of hardware and software. In our
opinion it is most crucial internal contradiction in argumentation presented
by researched R&D: without public financial support they would be unable
to build their resources and laboratories, but because of that public financial
support they are unable to use it commercially for at least five years.

In practice, R&D must swerve back and forth trying to build partner-
ships with enterprises that fulfill complex and rigorous frames of publicly
financed projects, overcoming internal inertia of own bureaucracy struc-
tures at the same time. It is worth to add, that the opinion of public R&D on
publicly financed projects is quite similar to ones formulated by representa-
tives of SMEs — external financial support is “unreliable” in matters of



transparency and equality of participating units and that competing with
public universities and their research and development units is really hard.

Innovation strategy in BEI perspective

In case of business environment institutions the argumentation line is
not that consistent as in two earlier perspectives. Actually, it is possible to
identify two main strategies that lead to two contradictory actions. The
starting point of both of them is the assumption that the main domain of
BEI activity is “entrepreneurship support”. For some of the researched enti-
ties it is literally understood destination point, meaning in practice that they
“lack the competences in innovation”, and because of this “barrier” they
have “no cooperation in innovation” at all. Interestingly, by “others” the
respondents of this type meant research and development units in the re-
gion.

In the opposite situation, “main domain as entrepreneurship support”
means the starting point in building new cooperation, as “response to the
needs” of innovative enterprises. The main goal of such strategy is to “fa-
cilitate” the innovation process by “consulting” (due to “unreliable external
financial support”), but mainly by offering “sophisticated services”. This is
the main reason why this type of respondents, representing BEI, have in-
vested in laboratories, 3d printers, measuring machines or machining cen-
ters as equipment of their entrepreneurship incubators. They perceive them-
selves as support entities for enterprises that are already innovative.

Local authorities (LA) are of another category but still may be defined
as institutions of widely understood business environment institutions.
They do not fit in the model presented above. We researched local not re-
gional authorities (the last ones are responsible for Regional Innovation
Strategy therefore have proper, at least formal, tools to create and steer
innovativeness on regional level). Local authorities may encourage specific
economic activity by offering only developed investment areas or local tax
reliefs. And these two interviewed in the project actually have been doing
this but to encourage entrepreneurship generally rather than innovativeness
itself. Such scope of the activity results directly from legal competences of
local authorities in Poland. That is why we suppose that the offer addressed
to innovative entities has been created by the way of creating more general
offer.

Conclusions

The main goal of the article is to present perspectives of main parties of
innovation process in peripheral region to identify obstacles in creating



more consistent and efficient solutions that can be applied in every-day
policy-making. None of the interviewed entities had been accidentally cho-
sen for the project: all of them have been active in widely understood inno-
vativeness above the average in Podkarpackie region: by being innovation
leaders (SMEs), by cooperating in innovation (R&D) or by supporting and
financing innovation (BEI and LA). All of the interviewed entities had been
well recognized within earlier research on monitoring and evaluating Re-
gional Innovation Strategy in Podkarpackie Voivodship. In other words, the
representatives of these entities have the most comprehensive knowledge
on innovation strategies within their own areas of activity.

In our opinion, the general conclusion emerging from analysis of in-
depth interviews leads to assumption that there is no subject responsible for
innovation in the region and the innovation policy is dispersed by particular
perspectives of the most active entities. We are fully aware that analyzed
research is of qualitative character and gives no foundations for any kind of
generalizations, however it allows to present the asymmetry of rationality
in action (Staniszkis, 2003). In peripheral region such as Podkarpackie
region innovativeness is rather pointly introduced than is a result of internal
consistent culture.

References

Anderson, M. & Johansson, B. (2008). Innovation Ideas and Regional Characteris-
tics: Product Innovations and Export Entrepreneurship by Firms in Swedish
Regions. Growth and Change, 39(2). DOI: http://dx.doi.org/10.1111/].1468-
2257.2008.00417.x.

Bhaskaran, S. (2006). Incremental innovation and business performance: Small and
medium-size food enterprises in a concentrated industry environment. Journal
of Small Business Management, 44(1). DOI: http://dx.doi.org/10.1111/j.1540-
627X.2006.00154.x.

Bottazzim, L. and G. Peri. (2003). Innovation and spillovers in regions: Evidence
from European patent data. European Economic Review, 47(4).

DiPietro, W. R. & E. Anoruo. (2006). Creativity, innovation, and export perfor-
mance. Journal of Policy Modeling, 28(2). DOl:
http://dx.doi.org/10.1016/j.jpolmod.2005.10.001.

Doloreux, D., and S. Dionne. (2008). Is regional innovation system development
possible in peripheral regions? Some evidence from the case of La Pocatiére,
Canada. Entrepreneurship & Regional Development, 20(3). DOI:
http://dx.doi.org/10.1080/08985620701795525.

Grillitsch, M. and M. Nilsson. (2015). Innovation in peripheral regions: Do collab-
orations compensate for a lack of local knowledge spillovers? Ann Reg Sc,
54(1). DOI: 10.1007/s00168-014-0655-8.

Lewandowska, A., Pater, R., Stopa, M. and M. Janiec. (2011-2014). “The diagno-
sis of the innovation among enterprises, universities, R+D, business environ-



http://dx.doi.org/10.1111/j.1468-2257.2008.00417.x
http://dx.doi.org/10.1111/j.1468-2257.2008.00417.x
http://dx.doi.org/10.1111/j.1540-627X.2006.00154.x
http://dx.doi.org/10.1111/j.1540-627X.2006.00154.x
http://dx.doi.org/10.1016/j.jpolmod.2005.10.001
http://dx.doi.org/10.1080/08985620701795525

ment institutions and local government. Raport.” [In Polish: Diagnoza innowa-
cyjnosci wsrdd przedsiebiorstw, uczelni, B+R, instytucji otoczenia biznesu i
JST. Raport] Studia nad innowacyjnoscig woj. podkarpackiego. RzesSzow:
Wyzsza Szkota Informatyki i Zarzadzania.

Lewandowska, A., Pater, R., Stopa, M. and Janiec, M. (2011- 2014). “The imple-
mentation of innovative solutions among the ‘Liders in innovation’. Raport.”
[In Polish: Wdrazanie innowacyjnych rozwigzan wsérod ,,Liderow innowacji”.
Raport] Studia nad innowacyjnoscig woj. podkarpackiego. Rzeszow: Wyzsza
Szkota Informatyki i Zarzadzania.

Lewandowska, A., Stopa, M. and Humenny, G. (2014). Structural funds and re-
gional development. The perspective of SME's in Eastern Poland. European
Planning Studies, 23(4). DOI:
http://dx.doi.org/10.1080/09654313.2014.970132.

Lewandowska, A. and Stopa, M. (2016). Innovation strategies in SMEs. Some

evidence from the case of Podkarpackie, Poland. Modern Management Review,

23(4).

Petrariu, 1. R., Bumbac, R., and Ciobanu, R. (2013). Innovation: a path to competi-
tiveness and economic growth. The case of CEE countries. Theoretical and
Applied Economics, 20(5).

Priede, J. and Pereira, E. T. (2013). Innovation as a key factor in the international
competitiveness of the European Union. European Integration Studies, 7. DOI:
http://dx.doi.org/10.5755/j01.eis.0.7.4228.

Regional Innovation Scoreboard 2016. (2016). Brussels: European Commission.

Rodriguez-Pose A., Di Cataldo M., Rainoldi A. (2014) The Role of Government
Institutions for Smart Specialisation and Regional Development. European
Commission, Directorate - Joint Research Centre Institute for Prospective
Technological Studies (IPTS).

Staniszkis, J. (2003). Wiadza globalizacji. Warszawa: Wydawnictwo Naukowe
Scholar.

Sternberg, R. & Arndt, O. (2001). The firm or the region: What determines the
innovation behavior of European firms?, Economic Geography, 77(4). DOI:
http://dx.doi.org/10.2307/3594106.

Wozniak, L., Lewandowska, A., Pater, R., Stopa, M., and Chrzanowski, M. (2015).

Po co nam innowacyjnos¢? Problem innowacyjnosci w regionie peryferyjnym na

przykladzie woj. podkarpackiego. RzeszOw: Oficyna Wydawnicza Politechniki

Rzeszowskiej.



http://dx.doi.org/10.1080/09654313.2014.970132
http://dx.doi.org/10.5755/j01.eis.0.7.4228
http://dx.doi.org/10.2307/3594106

	SMEs Innovativeness and Institutional Support System: The Local Experiences in Qualitative Perspective
	Anna Lewandowska, Mateusz Stopa
	Anna Lewandowska, Mateusz Stopa

	5Talewandowska@wsiz.rzeszow.pl, mstopa@wsiz.rzeszow.pl
	5TUniversity of Information Technology and Management, 35–225 Rzeszów, ul. Sucharskiego 2, Poland
	SMEs Innovativeness and Institutional Support System: The Local Experiences in Qualitative Perspective
	JEL Classification: L25; O12; O33
	Keywords: innovation; innovation strategies; SMEs; institutional support system
	Innovations are considered to be one of the most progressive determinants of socio-economic growth, also in the regional and local perspective (compare Petrariu, et al., 2013; Priede & Pereira 2013; Sternberg & Arndt, 2001). The high level of innovati...
	The aim of this paper is to contribute to a greater understanding of the research on institutional support system for SMEs innovativeness in the Podkarpackie region. In analyzing this case, we raise the following two questions: (1) what are the types ...
	The study was qualitative interviews (in-depth interviews - IDI) with key individuals in SME’s, R&D units, business environment institutions, regional and local authorities. Based on the opinion of entrepreneurs and others, evaluated programs and proj...

	The results of our research show that institutional support system mitigate negative consequences of peripheral localization of the enterprises, where specific innovation strategy has no influence on SMEs assessment of innovation effectiveness. The in...
	Innovation strategy in SMEs perspective
	Innovation strategy in R&D perspective
	Innovation strategy in BEI perspective
	Conclusions
	References

	Woźniak, L., Lewandowska, A., Pater, R., Stopa, M., and Chrzanowski, M. (2015). Po co nam innowacyjność? Problem innowacyjności w regionie peryferyjnym na przykładzie woj. podkarpackiego. Rzeszów: Oficyna Wydawnicza Politechniki Rzeszowskiej.

