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LOGISTICS ATTRACTIVENESS OF POLAND IN RELATION TO
LOGISTICS CENTRES AND GLOBAL COMPETITION
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Abstract: The aim of the study was to assess the attractiveness of the Polish logistics to
internal and external investors in the dimension of national, international and global
circumstances, with a focus on the creation of logistics centres. Apart from the generally
available statistics, the study used indicators of logistics efficiency, the Business Process
Outsourcing Index, the Shared Service Location Index and the Global Service Location
Index. The analyses carried out were the basis for identifying areas for improvement in
order to increase the efficiency of Polish logistics against global competition. Based on the
results obtained, against global markets, Poland has been evaluated as attractive for the
implementation of logistics activities mainly in terms of technical infrastructure and
delivery times. At the same time, against European competition, Poland is currently one of
the most attractive locations in terms of renting warehouse and logistics due to the location
of logistics centres in central Poland.
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Introduction

The economic turbulence that has occurred in the last few years determine
a particularly difficult period to take on new challenges and business decisions.
This, in turn, forces the search for such geographic locations in which the
execution of business processes is burdened with as little risk as possible at the
lowest cost of logistics operations. "Logistics and supply chain performance is
a vital aspect in the supply chain management of any organization today and with
the age of globalization; competition has taken the world stage™ (Sorooshian et al.,
2013).

Logistics centres are seen as a factor in the economic development of the region
enabling efficient movement of services, goods and information, marking a crucial
point of the development of modern logistics chains. At the same time, the creation
and improvement of centres of this type is conditioned by the location of the
region, convenience of legal or economic regulations in the country, etc.

This in turn affects the availability of logistics centres for external and internal
entities, which is important to ensure continuity of flow in the supply chain on an
international and global scale. The number and distribution of logistics centres
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in the distribution network have a direct impact on the cost of the final product
(Tomi¢ et al., 2014). Research conducted by Hilmola and Lorentz made it possible
to specify the ten most important criteria for optimal location of centres, including
(Chen and Notteboom, 2012):

,road transportation connection,

— low distribution costs,

— assembly/manufacturing plants near-by,

— infrastructure support for intermodal transportation,

— third party logistics solutions are widely available,

— inbound logistics are easy to connect,

— low cost labour,

— railroad connection,

— future expand potential,

— company specific warehouse available for lease/rental”.

According to a report developed by Prologis in cooperation with Eyefortransport
(Logistics centres ..., 2016), central Poland is the most desirable location for the
development of logistics centres in Central and Eastern Europe, where the main
factor of an area attractiveness are low labour costs, availability of labour and the
availability and low prices of investment land (Slusarczyk and Golnik, 2015).

On the other hand, R. Krajewska and Z. Lukasik consider the attractiveness of
Poland in the sector of TSL services within the field of developing a marketing
strategy. The authors, providing an assessment based on the M.E. Porter's five
forces analysis and scoring for attractiveness of the sector, perceiving the logistics
attractiveness as "the creation of a competitive situation which leads to increased
investment in the sector by capital inflows of external entities or investments of the
existing suppliers" (Krajewska and Lukasik, 2013).

The deliberations also include a report prepared by the Institute for Market
Economics (Nowicki, 2015) which assessed the investment attractiveness of Polish
regions and subregions, considering, inter alia, transport availability. The authors
specify facilitating and reducing the cost of supplies and the provision of passenger
transport as key determinants of the attractiveness of the country's transport.
Favourable trends are also recorded in the growth in demand for storage real estate
in the country, more than 680 thousand m? of warehouse and industrial space was
leased in the first quarter of 2016, the best result in the last decade (Olszewski and
Ciupek, 2016).

Based on the above considerations, a country’s logistics attractiveness is perceived
as ensuring proper technological, technical, legal and economic environment for
business development (Kadtubek, 2011). Ensuring appropriate conditions for the
implementation of logistics activities, including the creation of logistic centres
affects a country’s economic development, as well as it is in the interest of national
and local authorities (Kot, 2014).
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Components of the Logistics Performance Index (LPI)

The complexity of the operation of supply chains, including logistics centres,
including cargo, warehousing, border checks, payment systems, and many other
functions, requires the implementation of a range of research, analysis and
calculations. The decision about the creation of another logistics centre in the
country seems to be difficult and long-term (Stevi¢ et al., 2015).
In order to facilitate this process, it is possible to use the Logistics Performance
Index (LPI), whose task is to measure the efficiency of the supply chain in the
country based on a survey conducted among carriers and shippers operating on
a global scale. The LPI includes an assessment of six areas affecting the level of
supply chain scalability (The World Bank, 2015), i.e.:

infrastructure,
— customs,
— timeliness,
— international shipments,
— services quality,
— tracking and trading.
Cumulative results for individual areas enabled the division of the 160 countries
studied into five groups of logistics performance (Figure 1).
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Figure 1. The scope of logistics performance of countries based on the distribution of
the LPI results (Arvis et al., 2014)
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The first category of countries has the highest performance of the logistics supply
chain, and therefore is perceived as "logistics friendly" and creates the best
conditions for the creation and development of logistics centres. The second and
third group are characterized by "partial performeners" or "consistent permomers".
The last category of countries reached the lowest values of the LPI, therefore, it is
seen as "logistics unfriendly".
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Assessment of Polish Logistics Performance against Global Competition Based
on the LPI

According to a study conducted in 2014 Poland, for which the average value of the
LPI is 3.49, is within the best logistically adapted group of countries, occupying the
final 31 place. Ranking of the top-rated countries is presented in Table 1.

Tabela 1. Ranking of countries with the highest logistics performance
(Arvis at al., 2014)

Country Rank Score % of highest
performer

Germany 1 4.12 100
Netherlands 2 4.05 97,6
Belgium 3 4.04 97.5
United Kingdom 4 4.01 96.6
Singapore 5 4,00 96.2
Sweden 6 3.96 96.2
Norway 7 3.96 94.8
Luxembourg 8 3.95 94.4
United States 9 3.92 93.5
Japan 10 3.91 934
Poland 31 3.49 79.9

According to the LPI values, the best logistically-adapted countries are Germany,
the Netherlands and Belgium, where individual components of the indicator were
rated at least good. Poland, against the best countries in the world, realizes almost
80% of performance flows against world leaders. According to the German Report
"Visions of the future; transportation and logistics 2030", "Germany is one of the
world's most important logistics centres", while the Polish logistics market is in the
construction phase (Clausen et al., 2014).

Below, the first category of countries presents the most important indicators
characterizing the countries with the greatest logistics performance on a global
scale, including Poland (Table 2).

In the study group, three factors have greater values than the medium value of the
overall LPI. The top assessment in this group was the one of the timeliness of the
execution of logistics services, while the lowest assessment was the one of
customs, which was related to the effectiveness of border checks and actions easily
organize freight. Moreover, comparing the results of the logistics performance of
individual areas to previous years, improvement of logistics conditions can be
observed at least in almost every area under consideration. No significant
improvement was only recorded in the case of logistics regulations. In the case of
assessment of transport infrastructure elements, more than half of shippers highly
or very highly assessed the level of water, rail and air infrastructure.
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Table 2. Selected indicators in the first category of logistics performance
(Arvis et al., 2014)
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Information infrastructure was especially often assessed highly. The least
favourable was the assessment of railway infrastructure. Consequently, the quality
of logistics services performed by individual branches and components of transport
infrastructure has been mostly assessed as high, only in the case of rail transport
and consignees and shippers, quality is was rarely assessed highly.

Individual KPlIs for Poland

Poland, located within the first category of the LPI values, is characterized by high
levels of efficiency in the supply chain flow. Below, individual indices
are presented enabling the assessment of Poland in the framework of logistical
efficiency. Analysing the LPI indicators for individual areas of logistics
performance in Poland, a particularly high level of flow efficiency is recorded with
respect to the frequency of deliveries on time. Transport infrastructure is assessed
by shippers at the average level, which can result from the low level of
development of railway transport.
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Table 3. Selected KPIs for Poland (Arvis et al., 2014)

International Services Tracking N
Customs Infrastructure . - . Timeliness
shipments quality and tracing
3,26 3,08 3,46 3,47 3,54 4,13
Export time and cost
Port or airport supply chain Land supply chain
Distance Lead time Cost Distance Lead time Cost
(kilometres) (days) (US$) (kilometres) (days) (US$)
301 1 707 3,500 46 2,000
Import time and cost
Port or airport supply chain Land supply chain
Distance Lead time Cost Distance Lead time Cost
(kilometres) (days) (Us$) (kilometres) (days) (US$)
300 2 500 3,500 46 3,000
% of Naur:r?;resof Clearance time (days) Physical IrI:gutlaté'F[)ilc?n
shipments g Inspection (E:/o of
meeting Without With (% of )

. . - - . shipments
qu_allt_y import | export physical physical import physically
criteria inspection inspection | shipments) inspected)

95 2 1 0 2 2 1

Assessing the effectiveness of exports by sea and air and land, it is clearly observed
that shipping costs are much lower in the first case as well as the waiting time for
delivery is shorter. The same is the situation in the case of transport of imports.
At the same time, 95% of the deliveries carried out on Polish territory meet all
quality criteria. Consignments are accompanied by a low percentage of customs
controls, thus increasing the capacity of the supply chain.

Transport Infrastructure

The transport infrastructure of a country and the availability of transport and air
corridors are the natural focus of flows of goods and storage of goods, thus
determining the location of logistics centres. Infrastructure development also
provides the basic connectivity of international supply chains, facilitating the
functioning and development of logistics centres. The level of use of infrastructure
in the country against the background of the EU can be observed in the volume of
cargo (Figure 2).

Analysing the level of the transport of goods in Poland in relation to the level of
transport across the Union, it is recorded that railway infrastructure is the most
commonly used for the transport of an average of 14% of the total of all cargos.
Slightly less, more than 8% of EU goods are transported by road in Poland. Water
and air infrastructure is the least used by shippers in comparison to other EU
countries.

89



2016 POLISH JOURNAL OF MANAGEMENT STUDIES
Vol.14 No.1 Grondys K., Dragolea L.L.

16%

14% m| Participation of goods
transport by rail in Poland to
12% -+ EU
10% u Participation of goods
transpart by road in Poland to
8% o EU
Participation of goods
6% 1 transport by inland waterways
inPolandto EU
4% -
Participation of air transport of
2% - goodsin Poland to EU
096 T T T T T 1

2010 2011 2012 2013 2014

Figure 2. The share of the freight volume of goods in Poland in relation to the total
traffic realized in the European Union under the various modes of transport (%0)
(Central Statistical Office, 2015; Eurostat)

Assessment of the Outsourcing Business Potential in Poland and in EU
Countries

Improvement of the logistics performance in Poland is also recorded within the
Business Process Outsourcing (BPO) sector. The BPO Index and Shared Service
Location Index enable the analysis of the following factors (Cushman and
Wakefield, 2015): Customer Contact Centres, Shared Services Centres, Technical
Support Centres, Sales, Marketing and Support, which should be considered when
taking a decision on business processes outsourcing in the country. In terms of the
attractiveness of outsourcing, Poland was raked the 18th in 2015 among 36
countries selected from all over the world.

Table 4 presents the ranking of leaders and the location of Poland in each category
of the BPO Index and Shared Service Location Index, as compared to selected EU
countries of similar economic development.

One of the highest growth rates in outsourcing has been recently recorded by
Vietnam. The average level of the overall BPO index places Poland further than
Hungary, the Czech Republic and Romania in terms of the availability of
outsourcing services. In the category of the best conditions for outsourcing
services, Lithuania takes the first position, Poland is ranked as the 17th, offering an
average level of language skills, business environment, communications and IT
infrastructure. Analysing the costs of outsourcing, Poland is associated with
relatively high labour, construction and rental costs, this category is dominated by
El Salvador which deals with small changes in exchange rates. In the category of
outsourcing business risks, Poland is burdened with one of the higher economic
and political risks.
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Table 4. The BPO Index and the Shared Service Location Index in 2015 (Cushman and
Wakefield, 2015)

Conditions (include Talent/ | Costs (include Cost Risk (mclgde
. L Economic
Labour Force, Business of Labour, Building .
Country Overall - . . - Risk, Corporate
Environment, Time to First Costs, Inflation, Risk Ener
Supply, IT Infrastructure) Property Costs) R,isk) 9y
Top . . .
. Vietnam Lithuania El Salvador Canada
countries
Romania 4 5 10 12
Hungary 9 9 20 15
Czech
Republic 17 12 8 21
Poland 18 17 20 11

In comparison, other EU countries, with a similar economic development to
Poland, offer less favourable technical conditions and higher costs of ordered
activities, accompanied by a higher business risk. A similar indicator is suggested
by the company of A.T. Kearney who, in turn, identified the Global Services
Location Index for assessing the attractiveness of using offshoring based on the
economic attractiveness of the country, the availability of adequate human
resources and business conditions (research by A. T. Kearney, 2016). According to
the ranking of 2016, Poland is ranked 10th in the world, gaining an advantage
primarily over Germany or Britain. Figure 3 shows the size of warehouse space and
the investments made in its development in Poland and selected EU countries.
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Figure 3. The size and level of investment in warehouse space in 2012-2014 in selected
European countries (Poland and the leader in CEE, 2015)

In recent years, Poland has had the largest warehouse area, as compared to the
Czech Republic, Romania and Hungary. At the same time, as a result of the growth
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of the lease index, the value of investments has increased, inter alia, for the
construction of new logistics centres.

Summary

The study showed that the high flow performance in the supply chain in Poland
stems from its geographical location which provides access to sea and rivers.
The high value of the LPI also highlights the dynamic development of road
infrastructure and the reduction of customs procedures, thus affecting greater
transport scalability.

The static analysis points to the fact that a significant participation of the total
goods transported in the EU is transported in Poland by rail. The assessment of the
implementation of Polish outsourcing business takes an average location in terms
of locations for outsourcing services both in terms of technical and related costs.
Definitely, the high economic, corporate and political risks affect the limitations of
the BPO sector in Poland.

To sum it up, worldwide, Poland is one of the most attractive countries for national
and international shippers and carriers. Simultaneously, striving for further
development and catching up with the logistics of the most developed countries,
such as Germany, the Netherlands and Belgium, requires taking up actions in the
modernization of railway infrastructure, legal regulations in the field of
construction law and better preparation of technological information facilities for
the use of outsourcing. A major limiting factor conducting business in Poland is
also its political situation that confuses potential investors. In order to increase the
logistics attractiveness of Poland, there is the need for exploration and development
of new forms of facilities for the current and potential shippers in line with internal
country regulations, customs and standards.
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ATRAKC,YJNOSC' LOGISTYCZNA POLSKI W ASPEKCIE TWORZENIA
CENTROW LOGISTYCZNYCH NA TLE GLOBALNEJ KONKURENCJI

Streszczenie: Celem badan bylo dokonanie oceny atrakcyjnosci logistycznej Polski dla
wewnetrznych 1 zewnetrznych inwestorOw w wymiarze uwarunkowan krajowych,
mie¢dzynarodowych i globalnych, z ukierunkowaniem na tworzenie centrow logistycznych.
Poza ogolnie dostgpnymi danymi statystycznymi, w badaniach wykorzystano wskazniki
wydajnosci logistycznej, Indeks Business Process Outsourcing, Shared Service Location
Index and Global Service Location Index. Przeprowadzone analizy stanowily podstawe
identyfikacji obszar6w wymagajacych usprawnienia w celu zwigkszenia wydajnosci
logistycznej Polski na tle $wiatowej konkurencji. W oparciu o otrzymane wyniki, na tle
$wiatowych rynkéw Polska oceniana zostata jako atrakcyjna dla realizacji dzialalno$ci
logistycznej gltownie pod wzgledem infrastruktury technicznej oraz czasu dostaw.
Jednocze$nie, na tle konkurencji europejskiej, Polska stanowi obecnie jedng z najbardziej
atrakcyjnych lokalizacji pod wzgledem wynajmowania powierzchni magazynowo-
logistycznych z uwagi na lokalizacj¢ centrow logistycznych w centralnej Polsce.
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