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Abstract

Innovation is the basic factor and driving force behind the company's development. The aim
of the study is to identify and assess innovation barriers in the construction sector in
Poland, which are risk factors of the analyzed real estate market. It has been hypothesized
that the implementation of innovation on the real estate market allows better management
of investments in innovations and, above all, minimizes their risk. In the light of signals of
ecological imbalance caused by very intensive and irresponsible economic growth, the
analysis of the problem was inspired by actions aimed to eliminate harmful impacts of
human activity on the environment and promote implementation of innovations - the
concept of sustainable development. For the purpose of the work purpose, surveys were
used to assess the sustainable development of the real estate market in the light of benefits
and threats. The work also used the literature on innovation, secondary research results,
empirical data in this area, CSO data, McKinsey survey on key actions to ensure further
effective development of the economy. The methodology adopted at work made it possible
to present the assessment of the local real estate market implemented with innovations on
the background of Poland and the UE. It has been shown that barriers to innovations are
perceived as risk-generating, being an important determinant of management in the real
estate market. In order to continue sustainable development in line with the EU directive, an
appropriate risk management strategy should be adopted to minimize it. The work presents
the concepts of innovation in the management strategy, stressing that the strategy for
creating value is the most promising in the implementation of sustainable development,
while providing a long-term reduction of costs.

Keywords: innovations in the real estate market, the risk of innovation implementation,
sustainable development, sustainable construction.

Introduction tool, an activity that gives resources new

opportunities to generate wealth... A non-
According to P.F. Drucker (1992) innovative business is inevitably ageing
"..Innovation is a specific entrepreneurial and declining”. Innovations are becoming
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increasingly important from the standpoint
of the competitiveness of the economy.

For this policy, the framework for the EU
was provided mainly by the Treaty of
Lisbon, continued by the EUROPE 2020
Strategy (KOM (2010) 2020). On the basis
of Poland, the framework of the new
regional and spatial policy is determined
by: Krajowa Strategia Rozwoju
Regionalnego 2010-2020: Regiony, Miasta,
Obszary Wiejskie (Ministerstwo 2011) oraz

Koncepcja Przestrzennego
Zagospodarowania Kraju 2030
(Ministerstwo 2012).

Since the transformation of the political
system in Poland, construction and the real
estate market have changed significantly.
Real estate management as an area with a
large impact on environmental pollution, in
the European Union alone, it produces 10%
of GDP (Czarnecki et al. 2012), employing
7% of the EU's workforce. European
buildings consume 42% energy and
produce 35% greenhouse gases in the
entire EU. Over 50% of materials extracted
from the earth (after processing) is used in
the construction sector. However,
according to Wiley et al. (2010) only US
buildings are responsible for using 36% of
energy, 30% of greenhouse gases, use of
30% raw materials, production of 30% of
waste and consumption of 12% of drinking
water.

Therefore, taking into account the above
and bearing in mind that nowadays the
number of threats and the degree of
uncertainty  concerning the  global
development of the economy in 2018,
especially the real estate market and its
sustainable development, are increasing, it
should be stated that construction and real
estate management, as its continuation,
have a huge impact on the sustainable
development of the real estate sector in the
environmental aspect (Sitek 2016).

The aim of the study is to identify and
assess barriers to innovativeness in the
construction sector. The study
hypothesized that the development of the
construction sector, implemented with
innovations represents a necessary

component of leading the economy
towards sustainable development.

Short Overview of Innovations

A characteristic feature of innovative
activities, which represents one of its major
barriers in enterprises, is uncertainty about
the final outcomes and necessity to incur
considerable  expenditures  (Switalski,
2005; Pudito, 2012). However, in the
contemporary economy, innovative activity
represents a prerequisite for improved
competitiveness of enterprises and
effective meeting of the needs of recipients
of products and services. Therefore, based
on the literature (Pomykalski, 2001; Hult,
et al.,, 2004; Calanton, et al,, 2002; Jin et al,,
2004), innovativeness can be considered as
a key success driver that determines
competitive advantage of enterprises in the
market.

Information about the Dbenefits of
innovations and the risks associated with
innovations and marketing opportunities
represents valuable information about the
threats and opportunities that the
enterprises face. They help quickly and
efficiently plan preventive activities on
both strategic and operating levels.

Among the innovations in the real estate
market, one can distinguish innovations in
the construction sector (according to the
Division of Economic Activities in Poland
PKD section F 48) and especially in services
as real estate market service (according to
PKD section L 68).

Innovation groups by field of activity
(Prystom 2012) can be presented as
follows:

- main innovations (Peres 2010), i.e.
technical and technological innovations,
including modern solutions - innovations
used in construction activities (design,
project implementation,
operation, sustainable construction,
passive houses, lofts, new building
materials),

- process innovations (Jaikumar 1986) -
energy-efficient windows, gas condensing
technology, galvanic cells, photovoltaics,
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heat pumps - recuperation, and
organizational innovations (Lee et al,
2012) as ESCROW agent - in the group of
innovations of organizational processes or
financing mezzanine. They are connected
with implementation of technological
innovations, legal changes and their
adjustment to the needs and requirements
of the contemporary customers in the real
estate market.

- marketing innovations. They concern the
sales and distribution of products and
services in the real estate market and
involve networking and new methods of
presentation of real estate offers, the use
of the Internet and drones.

- financial innovation. They allow entities
in the real estate market to start
investments  through application  of
modern financial instruments based on the
real estate market (derivatives, covered
bonds, reverse mortgage, energy-efficient
mortgage, bancassurance, and new
insurance products, dedicated to specific
entities in the real estate market).

Table 1 presents the percentage of
enterprises that introduced innovations in
relation to the number of industrial and
service companies in the years 2013-2017

in total and depending on the innovation
groups, and expenditures on innovative
activity.

As can be seen from the analysis of the
information contained in GUS Reports and
in the data presented in Table 1, both
industrial companies and service providers
showed innovative activity, where in both
cases in the period 2013-2017, it increased
by 1.3 percentage points. New or improved
products or processes were introduced by
18.9% of industrial enterprises and 13.6%
of service enterprises. As results from the
presented data, in industrial enterprises
and service providers, process innovations
were more often introduced than product
innovations. Over the analyzed years, the
share of innovative enterprises
implementing process innovations in the
industry increased by about 22%, while in
the service sector, by about 14%. The low
level of product innovations implemented
on a market scale is worrying. With a very
small percentage of innovative industrial
companies in Poland, this means that the
chances of the industry to compete with
modern products at home or abroad are
low.

Table 1: Expenditures on innovative activity and percentage of innovative enterprises in
Poland in 2013-2017

Innov | Expendi- | Inno- Companies that have implemented

ative | tures vations Product Process Organi- | Marke-

enter- in total innovation | zational | ting

prises | in PLN Innovations | s innova | inno

year million % tions % | vations
% % %

Industrial enterprises which are innovatively active

2015 | 31094,1 18,9 11,8; 6,49* | 13,0 8,1 7,1

2016 | 28304,7 20,3 12,4; 6,3* 15,2 9,5 9,2

2017 | 28023,5 20,2 12,0; 7,1* 15,3 8,4 7,5

Service providers Innovatively active

2015 | 12640,9 13,6 4,8; 2,28 7,4 8,1 6,6

2016 | 10706,2 14,5 6,9; 3,1* 10,4 7,6 7,2

2017 | 13142,2 11,9 5,4; 3,0" 8,3 7,0 6,9

* data meaning industry and services implementing innovations on a market scale.

Source: GUS (2013-2015, 2014-2016, 2015-2017); GUS (2007-2013), National Cohesion
Strategy (2007-2013, 2014-2020)

A similar situation occurs in the case of
innovative service providers implementing

product innovations. Only half of them
offer new solutions on a market scale. The
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situation is even more difficult as there are
few innovative enterprises in this sector
[Janasz et al. 2017].

A number of studies to date have shown
that the innovativeness of Polish
enterprises, assessed based on indicators
used for their measurement, has for years
been lower than the level recorded in most

EU countries. This is confirmed by various
studies and reports, one of the most
important of which is the European
Innovation Scoreboard (2017). The total
innovativeness index for Poland in 2017
was at the level of 54.8, whereas the mean
index for EU countries (28) amounted to
102 (see table 2).

Table 2: Indices of innovativeness and competitiveness for Poland in 2012-2018

Years 2012-13 | 2013-14 | 2014-15 | 2015-16 | 2016- 2017-18
17

Innovativeness EU 28 | 99.2 100.3 99.2 100.7 102.0 -
Innovativeness index | 50.9 51.4 50.9 52.2 54.8 -
Ranking of
competitiveness 41/144 | 42/148 | 43/144 41/140 | 36/138 | 39/137
Index of
competitiveness (0-7) | 4.5 4.5 4.5 4.5 4.56 4.59

Source: own processing, data extracted from Schwab (2017-2018, pp.240-241), European (2017)

As  illustrated in the table, the
innovativeness index showed a slight
upward trend in 2012-2017. Both the index
and the position in the competitiveness
ranking (in %) showed stagnation of
growth (Gorzen-Mitka 2018; Sipa2017;
Skibinski 2018). The analysis of the
condition and situation of Polish
enterprises in terms of innovativeness
reveals that although since the beginning of
the transformation the country has
significantly reduced the distance to
Western Europe, innovativeness is the key
to the success of enterprises and entire
economies in the modern world. It should
become the strategic goal of the Polish
economy.

Methodology

The data used to achieve the study aim and
support the adopted thesis were derived
from the results of the survey conducted
among the entities operating in the local
real estate market of Czestochowa, Poland.
They were dedicated to developers and
entities operating in 16 enterprises in the
local market in 2017. The study size was 50
people.  The respondents assessed
innovative activities of the enterprises they
work for, construction costs and risk
limitation. Furthermore, they evaluated

real barriers and benefits resulting from
this type of building in the local market.

The work also uses secondary (existing)
information about the real estate market,
using the Desk Research analysis method.
The reasons for the use of the previously
published information (secondary data)
were the need for the diagnosis of the
formation of factors affecting the condition
of the construction sector related to the
implementation of innovations. DESK
RESEARCH is an tool where the secondary
data sources can answer specific research
problems, which may not only an
introduction to research, their support, but
also the main source of information and
data. The analysis of the existing data
(statistical data of the CSO and Eurostat,
reports from previous research, materials
from conferences and publications),
concerned innovative activity of
enterprises on the real estate market, its
effects as well as innovation and
competitiveness indicators in the context of
the assessment of the development of the
real estate market in Poland was assumed.

Using the results of own research and
secondary information, conclusions were
formulated on the statement that the
development of construction implemented
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by innovations, as a result of growing
competitiveness on world markets as a
result of rapid technological progress, is
the main determinant of introducing the
economy on the path of sustainable
development.

The methodology adopted at work made it
possible to demonstrate that barriers to
innovation are perceived as risky,
constituting an important determinant of
investment management in the real estate
market.

Innovations from the Standpoint of Real
Estate Market Participants: Analysis of
Empirical Research

The increase in the importance of
innovations in the economic processes is
also noticeable in the contemporary real
estate market, which substantially utilizes
innovative solutions used by both entities
and parties of transactions in this sector.
Analysis of secondary data concerning
indices of innovative activity of enterprises
operating in the national market, their
contribution, implementations and
innovative activity, especially in the
construction sector and services for the
real estate market are presented in table 3.

Table 3: Results of the study obtained in the project of support for cohesion policy in the
financial 0of 2007-2013 and 2014-2020 (Polish market)

Innovations Activity according to the Division
in (%) of Economic Activities (PKD) (%)
Activity of microenterprises Contribution and | Section F-the con Section L-

Implementation | struction sector service
Product innovations 18,5 16.4 11.7
Orgamizational innovations 19,9 18.3 17.6
Organizational innovations 20,8 17.0 15.6
Marketing innovations 10,4 10.0 11.0

Effects of implementation of innovations in micro-enterprises

Percentage in sections (%)

Effect indices Total in % Section F-the Section L-
con- service
struction sector
Incomes on sales of innovative 2.7 1.8
products
Cooperation of micro-enterprises
within innovative activities 4.5 6.3
Public support for innovative activity of
microenterprises 9.7 6.6

Source: Own study based on the data from GUS (2007-2013), National Cohesion Strategy (2007-2013, 2014-

2020)

The results of the study showed that
product, process and organizational
innovations in the national market were
implemented in the period of 2007-2020
by ca. 20% enterprises, whereas marketing
innovations were implemented by only
10.4% enterprises. For the real estate
market, this activity is presented according
to the PKD (%) sections (Korombel,
Lawinska 2018).

The share of revenues on sales of new or
significantly improved products
implemented in the market in 2007-2020
in the construction sector was 2.7%,
whereas in the activities connected with
the real estate market - only 1.8%.
Furthermore, innovative activity of
enterprises in the construction sector and
services for real estate market indicates a
relatively intensive activity in the real
estate market, which is manifested in the
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effects of their implementation in this
market.

An analysis of the situation on the local real
estate market in Czestochowa in 2016
regarding the supply of flats, housing offer
by area and number of rooms, transaction
prices and rental prices of flats shows that
the local market, which is very small
compared to the national market, with very
small housing resources compared to the
national market but unused opportunities
for economic development, is a market
with potential that is conducive to
competitiveness (Urzad Statystyczny 2017;
PAP 2017). But initial qualitative analysis of
the local real estate market did not allow
for evaluation of the perspectives of the
development of sustainable housing
investments. Therefore, it was used only as
an inspiration for collecting the qualitative
data concerning this market.

The qualitative data concerning the
innovative activity on the real estate
market, barriers and the risk of its
implementation, as well as their analysis,
obtained from research at the end of 2016,
indicated the need to develop a real estate
management strategy in line with
sustainable development in order to
minimize risk. Survey data on innovative
activities differed between entrepreneurs,
especially depending on the enterprise size.

In small enterprises, respondents opted for
implementation of innovations, with major
motivations being the improvement in
competitive position of the enterprise,
increase in its reputation, development of
the enterprise, finding new customers and
financial benefits. When asked about future
benefits of innovations, the respondents
emphasized development of the enterprise,
improved competitiveness and enhanced
brand recognition. They also stressed the
importance and types of innovations
implemented in the enterprises and listed
them according to the order of importance
as technologies, products and services. The
respondents demonstrated good
knowledge concerning public and private
support to innovative activities and
emphasized complex procedures used to
obtain support, insufficient capitals and
human and physical resources. These
factors also represent barriers to
implementation of innovations. Analysis of
the survey concerning implementation of
innovations in the local real estate market
demonstrated benefits and barriers to
innovations as a key determinant of the
concept of competitiveness and balance
development. The main benefits of
introducing innovations and barriers to
their perception by enterprises in Poland in
the local, national and the EU 28 market
are presented in table 4.

Table 4. Barriers and the main benefits of sustainable-innovative

construction [%] (2016 .)

Problem Local National = market
market EU
28
Barriers according to market participants of the real estate market
Low demand for innovative products and 28 49 28
service
Poor distribution channels 2 52 36
Lack of marketing knowledge 6 45 39
Market dominated by major competitors 78 65
Difficulties in maintaining the intellectual 32 21
property laws
Administrative and legal problems 12 62 46
Finding and using new technologies 2 41 33
No human resources 6 60 46
Lack of financial funds 50 74 60
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The main benefits

Reduced operating cost (energy and water) 54 99
Reduced operating cost of long-term use 40 80
No impact on the environment 43 78
Certificate as an advantage 20 75
Reduced design and construction costs 50 76
Lowering the investment risk 28 57
Technology development using raw materials

secondary and ecological 20 66

Source: Own study based on the survey data (Sitek 2018) and the dates from Construction (2015) and

European (2016, 2017)

As can be seen from table 4, in the case of
benefit analysis, the assessment of
sustainable construction through the local
market in the context of the domestic
market has indicated that the main
priorities of the construction industry are
similar for both markets, as reduced
operating costs, no environmental impact,
maintenance costs, design and construction
and the importance of pro-ecological
activities. Minor differences in the
importance of successive benefits are due
in particular to the underdeveloped local
market, in the context of the domestic
market. However, the analysis of barriers
shows that deficiency of financial funds,
lack of human resources, administrative
and legal problems and the biggest barrier
(dominance of leading competitors in the
market) remain to be the major challenges.
Therefore, it can be concluded that the
state of Poland's innovativeness
determines the state's competitive position
in the indirect manner, pointing how far is
the country behind the Ileader.
Furthermore, the barriers to perceiving
innovations in Poland (table 4, barriers
1,3,7,9) with respect to the real estate
market point to the sustainable
construction, which the European
Commission indicated as one of the six lead
market initiatives susceptible to
innovations (SITEK, 2016).

In addition, the analysis of barriers detailed
both for the local real estate market, as well
as domestic, clearly supports the fact that
barriers are one of the risk factors of the
analyzed market. In order to continue
sustainable development in accordance
with the EU Directive, it is necessary to

take such actions that are economically
valuable, and at the same time socially
responsible, environmentally friendly and
minimizing the risk.

The main benefits of the implementation of
innovations into the local market are
reduced operating costs, no effect on the
environment, costs of maintenance, design
and construction, and the importance of
environmental initiatives. The lack of
financial funds and human resources,
administrative and legal problems, and the
biggest barrier (dominance of leading
competitors in the market) remain to be
the major concerns. Therefore, the state of
Poland’s innovativeness determines the
state's competitive position in the indirect
manner, pointing how far is the country
behind the leader.

The secondary data used in the analysis of
innovations and innovative risk, such as
data published by PAP (2017), GUS (2007-
2013), McKinsey (2015), European
Innovation Scoreboard (European 2016)
and author's own study demonstrated, that
one of the key tasks is investments in
innovativeness of the economy.
Furthermore, the report of European
Innovation Scoreboard 2016 demonstrated
that one of the strengths of Poland is
human resources and investments of the
enterprises for whom innovativeness
represents a key activity to ensure a fast
development of the Polish economy.

The presented data suggest that in the case
of the real estate market, the market risk
connected with innovative activities is
considered as medium since technical,
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technological and organizational successes
of innovative activity are connected with
the increasing innovative success of the
product in the market.

Innovativeness in the Company
Management Strategy: Creating Value

Nowadays, economic and social
transformations, progressing globalization
and unification of the market force modern
company management, where the most
frequently used management concepts are
oriented towards the process of company
management, concepts concerning change
management or oriented towards forms of
organization. According to Grudzewski
(2006) this is:

- organization to management process:
marketing, logistics, humanization of labor
and teamwork
orientation, comprehensive quality
control, value chain integration, time based
management (TBM), benchmarking,
outsourcing or facility management (FM),
- orientation to change management: lean
management (LM), business process

reengineering (BPR),

- orientation to organizational forms:
learning organization, intelligent
organization, network

organization, virtual organization,

also

- in the 21st century, new management
solutions are viewed as new opportunities
for organizations, where new
organizations are networks of virtual
rather than  hierarchical (vertical)
integration, based on interdependence
rather than independence, and on mass
care for the customer rather than mass
production.

It seems that one of the best methods of
creating unique value is a strategy based on
value innovation. Innovativeness in this
context means increasing the efficiency of
actions through better use of resources,
whereas the method for a more efficient
use of resources is becoming a value added.

In the real estate market, managing the
value of real estate, i.e. saving through
investments, consists in promoting savings

through active management of the Facility
Management area (FM) and, at the same
time, taking actions aimed at increasing the
value of real estate.

According to Wiliams (1996), the
operational definition of the meaning and
extension of the concept of FM is the
mission of Facility Management, which
concerns:

- quality: ensuring continuous
improvement of operational requirements
in the area of real estate and auxiliary
services,

- value: adding and maintaining the value of
real estate in the area of the actual state,

- risk: by controlling performance (e.g.
safety and efficiency control), costs and
readiness for innovative changes.

Management in the real estate market does
not only concern the implementation of
investment projects, but also concerns
value management throughout the entire
real estate life cycle (Czarnecki et al. 2012).
Management of the real estate over its
whole life and important saving of costs in
real estate is possible mainly through
investment decisions (Sliwifiski 2012). An
example of the investment concerning
reduction of the costs of real estate and
improving its value is investment in
modern central heating equipment e.g.
joining the policy of sustainable
development promoted by the state. With
these investments, it is possible to achieve
substantial savings while increasing the
value in the real estate market. Also with
regard to human resources, motivating as a
management strategy represents an
important part of supervising work
efficiency and stimulating employees to
increase the efficiency (Mastyk-Musiat
2000)-

In conclusion, it should be emphasized that
the increase in the value of real estate as a
value added is the main determinant of
investment decisions in the process of
management of sustainable development
over the entire property life cycle.

However, the most modern strategy is
(Mirski 2014) aimed at the same time at
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the maximum distinguishing on the market
(differentiation aspect) and conscious
integration with the market. It corresponds
to the concept of the Blue Ocean strategy
(Chan Kim et al. 2010). The Blue Ocean
strategy postulates being based on value
innovation, in which, on the one hand, the
factors influencing the intensification of
competition in the industry are limited and,
on the other hand, the value for purchasers
is increased by introducing product
features that have not been offered by
competitors to date.

These concepts differ in their
recommendations for company
management and implementation of
changes. According to the analysis of our
own research on the barriers and benefits
of innovation processes in the real estate
market, and modern management concepts
of the 21st century, all of them - oriented to
the  management process, change
management or organization processes -
prefer the value creation strategy as the
most  promising in implementation
sustainable development, while providing a
long-term reduction of costs.

Also, all of them will minimize most of the
barriers to implementation of innovations,
and therefore, due to the benefits, they will
determine investment decisions in the
process of sustainable development
management throughout the life cycle of
real estate. However, it should be generally
stressed that the company's management
strategy for creating value is the most
promising in the implementation of
sustainable development while offering the
long-term cost reduction.

Conclusion

Innovations are becoming increasingly
important from the standpoint of the
competitiveness of the economies in the
global market. The study presents the
identification and assessment of barriers to
innovativeness in the construction sector.
The hypothesis was proposed that the
development of the construction sector,
implemented with innovations represents
a necessary component of leading the
economy towards sustainable

development. Analysis of empirical data
and existing data on innovations in the
local, national real estate market revealed
that respondents perceive the benefits and
barriers to  innovations as  key
determinants of the concept of
competitiveness and sustainable
development of the real estate sector. With
the emphasis on effective management
aimed at reducing risks and increasing
interest in sustainable development, it has
been concluded that, by combining
economic, environmental and social
aspects, it promotes a higher standard of
living and well-being and a reduction in
harmful effects on the climate and the
environment.

The analysis of barriers showed that the
lack of financial resources, lack of human
resources, administrative and legal
problems and the biggest barrier - the
dominance of substantial competitors in
the market - indicate that the state of
Poland's innovativeness indirectly
determines the competitive position of the
country and determines the distance that
separates Poland from the leaders.
Furthermore, the analysis of the barriers
identified for both the local and national
real estate market clearly shows that the
barriers represent risk factors for the
analyzed market.

The paper presents concepts of
innovativeness in the management strategy
of the 21st century enterprises. It was
emphasized that the key to success is not to
increase competitiveness, but to organize
business activities for which competition
does not yet exist, and that value creation
fosters a clear reduction in costs in longer
perspective. One of the best ways to create
unique value is to use a strategy based on
value innovation while striving for
uniqueness and low costs. And it is the
implementation of this strategy that
generates value added in this process.
Furthermore, it is the most promising
strategy  for  achieving  sustainable
development while at the same time
offering long-term cost reduction.
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The survey allowed for the achievement of
the study aim and confirmed the validity of
the assumed hypothesis.
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