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Wstep

Dziatalno$¢ gospodarcza, w skali zar6wno makroekonomicznej, jak i mikroekono-
micznej, sktada si¢ z gospodarki realnej wytwarzajgcej dobra i $wiadczacej ustugi,
w ktorej kluczows role odgrywa szeroko rozumiana sfera finansow, obejmujaca trzy
zasadnicze grupy zagadnien: racjonalnego wyboru celéw jednostek (organizacji) go-
spodarczych w aspekcie finansowym, optymalnych zrédet ich finansowania, a takze
efektywnego wykorzystania zgromadzonych zasobow finansowych.

Procesy globalizacyjne, a takze kryzysy polityczne i wojskowe, sytuacja gospo-
darcza w Unii Europejskiej spowodowana falg imigracji, zalamanie w gospodarce
chinskiej musza by¢ uwzgledniane przy podejmowaniu biezacych i strategicznych
decyzji finansowych. Ponadto okolicznosci te przyczyniaja si¢ do powstawania nie-
korzystnych warunkéw gospodarowania przedsigbiorstw w sferze pozyskiwania
kapitatow, a w skali makro moga prowadzi¢ do powigkszania deficytu i dtugu pu-
blicznego. Warunki zewnetrzne i wewnetrzne wymuszajg jeszcze wicksza koncen-
tracje teorii i praktyki zarzadzania finansami na problemach zaré6wno finanséw pu-
blicznych, jak i finanséw przedsiebiorstw. Chodzi mianowicie o takie zarzadzanie
finansami, ktore powoduje pomnazanie bogactwa wtascicieli kapitatu i jednoczesnie
prowadzi do wzrostu dobrobytu catych spotecznosci. Zagadnieniom tym poswigco-
ne sg artykuly opublikowane w niniejszym zeszycie Prac Naukowych. Problematyka
poruszana w przedstawionych opracowaniach dotyczy miedzy innymi nastepuja-
cych obszarow zarzadzania finansami: pozyskiwania kapitatow przez inicjatywy
partnerstwa publiczno-prywatnego, udziatu venture capital, zarzadzania finansami
w jednostkach sektora publicznego, np. w shuzbie zdrowia, zarzadzania ryzykiem
w podmiotach gospodarczych, sterowania strukturg kapitatu i ptynnoscia finansowa
przedsigbiorstwa, finansowania dzialalno$ci innowacyjnej przedsigbiorstw, oceny
efektywnos$ci inwestycji w odnawialne zrodla energii, finansowych aspektow za-
mowien publicznych, finanséw sektora bankowego oraz efektywnos$ci rynku kapita-
towego.

Artykuty wchodzace w sktad niniejszej publikacji sa zwigzane z coroczng kon-
ferencja ,,Zarzadzanie finansami — teoria i praktyka”, organizowang przez Katedre
Finanséw Przedsigbiorstwa i Zarzadzania Wartoscig oraz Katedr¢ Finansow Pu-
blicznych 1 Miedzynarodowych Wydziatu Zarzadzania, Informatyki i Finansow
Uniwersytetu Ekonomicznego we Wroctawiu z udziatem pracownikoéw naukowych
z najwazniejszych osrodkow akademickich w Polsce, przedstawicieli praktyki go-
spodarczej i gosci zagranicznych. Konferencja ewoluowata od waskiego niegdy$
ujecia zarzadzania finansami firm do ujecia szerszego, ktorego istota jest objecie
roznych sfer dzialalno$ci gospodarczej, w ktorych zarzadzanie finansami ma duze
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znaczenie. Dotyczy to finansow miedzynarodowych, w tym finanséw Unii Europe;j-
skiej, finanséw centralnych (rzadowych), finanséw lokalnych (w tym jednostek
samorzadowych), finanséw stuzb publicznych, jak réwniez finanséw wielu innych
podmiotow gospodarczych.

Jako redaktorzy naukowi ksiazki w imieniu autorow i wlasnym wyrazamy
gleboka wdzigczno$¢ recenzentom — Paniom Profesor: Agacie Adamskiej, Aurelii
Bielawskiej, Krystynie Brzozowskiej, Teresie Famulskiej, Matgorzacie M. Hybkiej,
Wactawie Starzynskiej, Paulinie Ucieklak-Jez, oraz Panom Profesorom: Jerzemu
Kitowskiemu, Jakubowi Marszatkowi i1 Jerzemu Rozanskiemu — za wnikliwe recen-
zje 1 cenne uwagi, ktore przyczynity si¢ do powstania publikacji na odpowiednio
wysokim poziomie naukowym.

Mamy nadziej¢, ze niniejsza lektura bedzie inspiracjg nie tylko do dalszych
badan naukowych, ale réwniez do wdrazania innowacyjnych rozwigzan w zakresie
finansow zarowno w sektorze przedsigbiorstw, jak i w sektorze publicznym.

Adam Kopinski, Pawetl Kowalik
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Summary: For decades family enterprises have been constituting the significant economic
strength in the majority of countries in the world. Family corporations are characterized by a
greater ability to survive than average ones. These enterprises function very well in times of
crisis mainly because they join family, social and economic functions which translates into
characteristics of finances of these subjects. Family corporations are characterized by a little
tendency to take a risk which is connected with the stability preferred by them of functioning
out of concern about long-term (multigenerational) surviving. This could be a cause that their
financial management is more conservative, and their nature has considerable influence on a
debt level which as a rule is much lower than in other enterprises. The cooperative banks were
strongly structurally transformated in years 1996-2011. They changed their profile from niche,
directed to farmers and agribusiness, into universal with more diversified banking products,
directed at family entrepreneurs. Additionally the specificity of the cooperative banking,
as for instance an aspiration to meeting the needs of its members, can be quite close for family
entrepreneurs, which, strictly commercial by destinations, also often realizes other purposes.
The aim of the elaboration is to present the process of forming the chosen group of customers
—family enterprises in the structure of the credit portfolio, quality of the entire credit portfolio,
and profitability of selected cooperative banks’ assets. In order to fulfil the purpose the authors
used the analysis of multidimensional models of the multiple regression with data from
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chosen cooperative banks, functioning in the Polish banking industry, out of which two —
Bank B and Bank D function in urban-rural communes, and Bank A and and Bank C on the
area of rural communes. In the study quarterly data, starting from 2010 up to 2014, was used.

Keywords: credit risk, cooperative banks, credit portfolio, family enterpises.

Streszczenie: Celem opracowania jest ukazanie procesu ksztattowania si¢ udziatu wybranej
grupy klientow — przedsigbiorstw rodzinnych, w strukturze portfela kredytowego oraz
oszacowania wpltywu ewentualnych zmian na jakos¢ portfela oraz na rentownos$¢ bankow
na przyktadzie wybranych bankow spotdzielczych dziatajacych w Polsce. Do zrealizowania
celu postuzono si¢ analizg wielowymiarowych modeli regresji wielorakiej, wykorzystujac
dane wybranych bankow spotdzielczych, funkcjonujacych w polskim sektorze bankowym,
sposrod ktorych dwa — Bank B i D, funkcjonuja w gminach miejsko-wiejskich, Bank A
w miescie powiatowym, a Bank C na terenie gminy wiejskiej. W opracowaniu wykorzystano
dane kwartalne, poczawszy od grudnia 2010 roku do wrzesnia 2014 roku.

Stowa kluczowe: ryzyko kredytowe, banki spotdzielcze, portfel kredytowy, przedsigbiorstwa
rodzinne.

1. Introduction

For decades family enterprises have been constituting the major economic force in
most countries in the world. The strong presence of family enterprises among small
and medium-sized companies should not be surprising, since almost all newly
established companies are marked by the personality of their founders. The share of
family companies in the SME segment is difficult to estimate clearly, because of an
even non-uniform definition of family companies, and the limited access to statistical
information. Family companies are not only small entities. For example, in the 80s
of the XX century, more than half of the companies from the list of “Fortune 500” of
America’s largest corporations were family businesses [Shleifer, Vishny 1986], and
family founders are present in 1/3 of the companies creating the S&P index of 500
largest corporations in the years of 1992-1999 [Anderson, Rebb 2003]. Studies
conducted in East Asia indicate that 2/3 of the companies are controlled by individuals
or families [Cleasens, Fan 2002], while among companies noted on the stock
exchanges in 13 countries of Western Europe 44% (from 5232 entities subject to the
study) are companies controlled by families [Faccio, Lang 2002]. Among the largest
and most famous large family companies in Poland are: ITI, Fakro, Konspol,
Witchen, Mokate, Solaris or Irena Eris. It is estimated that in Poland there are over a
million family companies excluding family farms [Blikle 2011]. It is both huge
economic and social potential.

Family businesses are characterised by a better than average ability to survive,
even in times of crisis. For generations of current owners they are a natural retirement
provision, and for their children — the future workplace. Each successive generation
of the family business has a sense of responsibility towards previous generations,
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which have built the company, and those who will come after them. The involvement
of family members in running the economic company together and combining
family, social and economic functions causes specific consequences for the effects of
this business, which also translates into specific features within the characteristics of
finances of such entities. In case of family businesses it is emphasised that they are
characterised by low risk-taking tendency, which is related to the functioning of
stabilisation they prefer in the interests of the long-term (multi-generation) survival.
In such entities some values are passed down from generation to generation and this
can cause that managing finances are more conservative, and their nature has
a significant effect on the level of debt [Gallo et al. 2004], as we present below
[Jewartowski, Kotdonski 2012; Winnicka-Popczyk 2005].

The capital structure in family companies is of interest to Polish investigators. In
general, studies conducted on a group of family companies based in Poland indicate
that they are reluctant to use foreign capital. Most prior research shows that family
companies use foreign sources of financing relatively less often. Nevertheless, when
they do, they most often use bank credits [R6zanski, Marszatek 2012]. It is worth
noting that most researchers of family companies use data concerning large entities,
often public ones. There is almost no research on the capital structure of family
businesses from the SME segment in the literature. The causative study on the
unrepresentative sample of family companies from the SME segment indicates that
among family companies the share of own capitals is higher than in case of non-
family ones [Stefanski 2015].

Due to this specificity it can be expected that family companies pay their debts
better, so the increase of share of these companies towards other economic entities in
the credit portfolio of banks should result in a relatively better quality of these
portfolios. This may be due to the relatively lower amounts of granted credits, for the
most part these were small companies, and these are generally better paid. Secondly,
running a family business also aims at meeting the needs of the family in the long
term, which is also reflected on the repayment of credits. Additionally, family
companies are often attributed with the significant load of conservatism in financial
management, which may also result in the greater attachment to banks, and this in
turn can lead to the acceptance of a relatively higher price of offered services, and
therefore the increase of share of this group of entrepreneurs in bank portfolio may
promote the increase of their profitability.

2. The definition of family enterprise

Although family enterprises are the oldest known form of economic activity, there is
neither consensus as to its definition nor the criteria for distinguishing them. Most often
what is indicated includes: the family structure of the entity, exercising strategic control
by the family, participation of family members in management, as well as involvement
of more than one generation in the company’s functioning [Handler 1989].
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Family companies can be perceived as those in which family members have
more than 50% of shares, are actively involved in the management process of the
company and have the final say [Di Giuli et al. 2011] or as those entities in which the
founder or the family member are people managing the company and have a real
impact on the decision-making [ Anderson, Rebb 2003]. Family companies can also
be defined as entities being the property of one person or members of their family
[Wallmon 2008]or entities, in which their founder or successors among their
shareholders occupy key positions in the management of the company or its board of
directors [Surdej, Wach 2010]. It is worth noting that the definition of family
companies also uses subjective criteria, such as: the desire to maintain control of the
company by the family, and the perception of own company as a family, creating
ethos of the family company [Surdej 2014].

The literature review allows to distinguish four basic kinds of the family business
based on the criterion of ownership, criterion of ownership and management, legal
criterion and others [Stradomski 2010].

According to the ownership criterion, the family company is a company in which
the family has a majority of votes. According to the ownership and management
criterion, the family business is an economic entity in which the family has a majority
package of votes or such a majority vote package is directly or indirectly controlled
by them, or the managers are the members of one dominating family.

According to the legal criterion, family companies are entities which owners by
inheritance or capital contribution are members of one family.

For the purposes of this study, the definition of the family company will be
adopted based on the criterion of ownership and management, using the SFI index in
accordance with the concept of S.B. Klein [Klein 2000]. The SFI synthetic index is
the sum of family participation structure indexes in the company’s ownership,
participation of family members in the supervisory board and participation of family
members in the board. Each entity will be treated as family business, according to
the assumptions of most studies, in which the SFI index was used [Stradomski 2010],
for which the SFI index will be higher than unity.

3. The objective, test and methods

Credit is one of main sources of external financing of companies, and this also applies
to family businesses. While for the banks credit is the basic sales product, in case of
cooperative banks it is worth noting that these institutions were subject to strong
structural transformations, especially in the years 1996-2011. These banks changed
their profile from niche, addressed mainly to farmers and agribusiness, to the
universal one, with a more diverse product offer. In addition, cooperative banks in a
natural manner try to involve economically with relatively smaller customers, and
many of them are family entrepreneurs. Additionally, specific features of cooperative
banking, such as striving to meet the needs of own members, can be quite close to
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family entrepreneurs, who apart from strictly commercial goals often implement
also other goals.

The aim of the study is to show the process of shaping the share of the selected
group of customers — family businesses in the structure of the credit portfolio and to
estimate the effect of possible changes on the quality of the credit portfolio and on
the profitability of banks, based on the example of selected cooperative banks
operating in Poland. The study examined the relationship between the volatility of
the share of credits for family businesses in the volume of total granted loans, and the
quality of the bank’s credit portfolio and the profitability of their assets. In this case,
raw data of cooperative banks were used, which made it possible to conduct the
econometric analysis for the whole group of banks and for each bank separately due
to significant differences in the range of the analysed variables between the selected
banks. Data for analysis were made available by four cooperative banks functioning
in the Polish banking sector, among which two — Bank B and D function in urban-
rural municipalities, Bank A in the county city, and Bank C in the rural municipality.
The study used quarterly data, from December 2010 to September 2014.

In order to determine the statistic relationship between selected pairs of variables,
the analysis of variance was applied together with the calculation of basic descriptive
statistic, regression analysis using the method of least squares as well as correlation
analysis. These methods are complementary but not substitutive [ Luszniewicz, Staby
2003].

4. Research results

In Fig.1 we can see the share of customer group — family companies in the total
credit portfolio in particular cooperative banks, qualifying customers to this group,
entities that meet the condition of the SFI index. From mid 2010 to the end of 2014
in all cooperative banks the upward trend of the share of family businesses was
observed in the structure of the total credit portfolio in these institutions. According
to the accepted criterion, the share of family companies in Bank A functioning in the
district has on average stood on the level of 12.2% in the total portfolio. At the same
time in Bank C, which is in the rural municipality, this share was on average 10.6%,
the lowest from the studied entities. In case of Bank B, which is in the urban-rural
municipality, this share was the highest and was on average at the level of 18.6%. In
Bank D, the second which also functions in the urban-rural municipality — this share
was lower and on average amounted to 11.7%. At the same time, at the end of the
studied period, bank which was located in a small urban-rural municipality (D) and
the rural one (C) underwent the decline of values of granted credits for agricultural
enterprises.

A small share of customer group — family companies with the general structure
of other customer groups in these banks could be, among others, caused by the
growing competition in the sector, especially in case of banks, as well as other credit
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Fig. 1. Family enterprises’ share in the credit portfolio of selected cooperative banks [in %]

Source: author’s own study on the basis of the data provided by the banks.

and para-banking institutions. Also of importance here for taking loans are the socio-
cultural factors and the conservative approach of people managing family companies.

The quality of the credit portfolio in the cooperative banks sector in Poland has
been decreasing from 2010. Since then further deterioration of the quality has been
observed. However, the pace of these changes was slower in the following years.
Similar relations can be observed in the analysed cooperative banks. It is worth
emphasizing that the share of bad debts is slightly higher than in the banks functioning
in district towns. The profitability of assets owned by the analysed cooperative banks
also decreased. Slightly higher profitability was reached by the banks operating in
district towns. The observations of the ROA changes in the analysed population are
also concurrent with the changes recorded in the entire sector of cooperative banks
in Poland.

In Fig. 2. the share of multi-generational companies in the credit portfolio
of family companies was presented. The biggest share of the subgroup — multi-
generational companies characterised the largest Bank B, functioning in the urban-
rural municipality, in which the average share of this segment of customers was
approximately 61% in the credit volume for family businesses. This share was
similar in case of the second Bank D, operating in the urban-rural municipality,
in which it was on average 47%. In Bank A, functioning in the district city, this share
did not exceed 35%, while in Bank C, functioning in the rural municipality, this
share did not exceed 38%.

In order to verify the magnitude and direction of the relation between the pro-
cess of shaping the share of a client group, i.e. family enterprises in the structure of
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Fig. 2. Multi-generational companies’ share in the family enterprises’ credit portfolio of selected
cooperative banks [in %]

Source: author’s own study on the basis of the data provided by the banks.

a credit portfolio and these group influence on the quality of this credit portfolio as
well as in the second stage of the bank profitability analysis, the econometric analysis
was applied using the methods of regression analyses. In the first phase of the
analysis, the Kendall correlation coefficient was calculated between the variables of
the family enterprises’ share in the credit portfolio (X,), and the quality of this
portfolio (Y), and next against the variable — banks” assets profitability ROA(Y).
Due to the fact that the level of bad debts in the portfolio may be under the influence
of other variables not included in the analysis, in order to measure the relation
between the variable Y| and variable X, the correlation coefficient was applied. This
measure will allow to distinguish and determine the relation between the selected
variables excluding, at the same time, the influence of the remaining variables.
Moreover the Kendall' method is a nonparametric method, which al- lows for no
assumptions referring to the arrangement of variables in the population. However, to
guarantee a correct interpretation, the condition of normal distribution was kept
[Zielas, Pawetek 2002]. The amount of calculated Kendall coefficients for the banks
was presented in Table 1.

The variable of the family enterprises’ share in the volume of given credits had
significant influence on the cooperative banks’ portfolio quality. In all banks it

! The value of the Kendall coefficient is included in the range [-1; 1]; if equal to 1, it means a
linear relation between the analyzed variables, whereas if close to 0, it means no relations between
variables.
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Table 1. The values of partial correlation coefficients by Kendall for the analysed variables

. Bank A Bank B Bank C Bank D
Variable
Y, 0.82* 0.92 0.89 0.87
Y, -0.69 -0.35 -0.82 -0.85

* marked coefficients are crucial for p < 0.05 (The value for p was calculated on the basis of a test
statistic and compared with y, the level of statistical significance o = 0.05: If p < o is mean rejects H
adopting H; If p > o H does not have any grounds to be rejected).

Source: own elaboration.

exceeded more than 0.82. Moreover, the positive relation was observed between the
variables, which mean that the increase of one of the variables also results in the
increase of another. The strongest relation between the variables was observed in
Bank B — the family enterprises’ share in the credit portfolio in the total balance
significantly influenced the quality of this portfolio. The value of the coefficient was
respectively 0.92, which means the positive relation, namely the improvement of the
portfolio quality (the decrease value of the bad debts share) takes place after the
increase in the share of the clients from the segment — family enterprises, and on the
contrary, i.e. together with the increase in family enterprises’ share, the portfolio
quality deteriorates (there is an increase in the share of bad debts). The weakest, but
still very strong, relation was observed in Bank A, and it does not matter if it comes
to the magnitude of correlation between the variables or if the bank is located in
a district town or not.

There is also observed an inverse correlation between the share of family
enterprises credits in the total balance of the credit portfolio and the ROA, i.e. the
growth of amount of credits for this group is accompanied by the decrease in the
profitability of assets. Still, it has to be admitted that the magnitude of correlation is
considerably weaker than in the case of the earlier discussed variables. In Bank B
correlation was not statistically crucial. Banks C and D showed a huge influence of
variable X, on the ROA profitability (Y,). The values of the coefficients amounted to
-0.82 in Bank C and -0.85 in Bank D respectively. It means that the bigger the family
enterprises’ share in the structure of clients the more deteriorate profitability of these
banks. Such a situation may be the result of the characteristics of cooperative banks
operating in urban and rural areas, among which people connected with agricultural
activity or not having credit history or accountancy to prove their financial operation
are prevailing for both the target group and base group of clients. Obtained results
allow to claim that the changes in the size of family enterprises’ share in the volume
of given credits considerably influenced the quality of a credit portfolio of these
banks as well as assets profitability.

To show how the variable changes, namely the portfolio quality (Y) and assets
profitability ROA (Y,) depending on the changes in the variable of family enterprises’
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share in the structure of the credit portfolio (X,), the models of simple regression
were applied for each bank. For the enumerated variables X and Y the regression
function was defined as follows: E(Y|X = x) = fx), where E(Y|X = x) is the variable
mean Y, which equal the value of variable x,.

The model of linear regression was adopted in the analysis as: Y = E(Y|X =x) =
B, + Bx + ¢, where E(Y[X = x,)) means the value of a chosen variable Y expected on
the condition that the variable takes the value x, whereas s means a random variable.
In order to estimate the parameters of the simple regression model, the method of
least squares was adopted.

Table 2 presents estimated values of the coefficients together with the assessment
for all the banks. All banking institutions recorded a fall in family enterprises’ share,
which deteriorated the portfolio quality (the increase in the share of bad debts). Bank
A reported a fall of its clients by 1 pp, which caused the greatest changes in the
quality of the credit portfolio, i.e. by 0.44 pp on average. The fall of family enterprises
in the structure of credit clients in Bank B and C had the biggest influence on the
portfolio quality, where the decrease in the share of the clients from this segment by
1 pp resulted in the drop of the portfolio quality by about 0.86 pp with the mean error
0f 0.09 pp in Bank B and 0.85 pp in Bank C. Simultaneously, obtained results were
characterized by high quotients #, which mean by how much the evaluation of the
parameter is higher than the estimation error, e.g. in Bank B, the evaluation of the
parameter with the variable — the share of farmers in the portfolio, is more than nine
times higher than the estimation error. Moreover, in no case there was a condition
which would disqualify any of the models due to their higher value of the estimation
error (S, ) than the quotient .

The modification of variables X and Y, in the models of simple linear regression
s made by the adjusted coefficient of determination (R"2), which in Bank A explains
the change of the portfolio quality by means of the changes in the share of clients
segment, i.e. family enterprises in about 64% (the lowest one), whereas in Bank B
— about 84% (the highest one) and Banks C and D — about 78-74%.

The standard error of the mean (S ) in the conducted estimations ran at the level
of range from 0.21 to 0.27 pp. The biggest possible deviation in obtained results may
be observed in the model for Bank A (0.27 pp) and C — 0.26 pp, whereas the lowest
in the model for Bank B — 0.21 pp.

To explain the profitability of assets ROA (variable Y,) by means of changes in
the family enterprises’ share in the volume of given credits, estimate models of
simple linear regression. These models were characterized by an inverse correlation,
so the increase in the percentage share of family enterprises in the credit portfolio
caused the decrease in profitability of assets of these banks. These simulations were
confirmed by earlier analysis — partial correlation coefficients.

The biggest decrease in ROA (tab. 2) due to the percentage fall of family
enterprises clients took place in Bank C — by about -0.23 pp with the estimation error
of the mean at the level of 0.04, as well as in Bank D — by about -0.18 pp and Bank
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Table 2. The results of the simple linear regression model for the explanatory variable X and response
variables Y, and Y,

Bank: Bank A Bank B Bank C Bank D
Variable Y
b, -0.51* -11.17 -4.24 -2.13
b, 0.44 0.86 0.85 0.61
S,! 0.08 0.09 0.11 0.09
t(14)° 5.34 9.10 7.39 6.64
Corr. R'23 0.64 0.84 0.78 0.74
S 0.27 0.21 0.26 0.24
Variable Y,
b, 2.40 2.71 3.56 3.21
b, -0.11 -0.08 -0.23 -0.18
S, 0.03 0.05 0.04 0.03
t(14) -3.61 -1.44 -5.42 -6.21
Corr. R2 0.44 0.06 0.65 0.71
S, 0.96 0.13 0.09 0.07

* marked coefficients are crucial for p < 0.05 (The value for p was calculated on the basis of a test
statistic and compared with y, the level of statistical significance a = 0.05: If p < & is mean rejects H
adopting H ; If p > o H does not have any grounds to be rejected).tak

' S,, — the average error of the estimation;

*t=b/S,;

3 Corr. R"2 — adjusted coefficient of determination;

*§ — standard terror of the mean.

Source: own elaboration.

A -0.11 pp. The equation of regression model for the Bank B was not crucial for
p <0.05. The rest of these models had the factor R"2, reflecting the explanation of the
correlation between these variables amounting to about 71% — Bank D and 65% —
Bank C respectively. In Bank A the increase in family enterprises’ share in the volume
of given credits by 1 pp., consequently, resulted in the increase in ROA by about 0.11
pp with the coefficient R"2 run at the level of 44%.

The standard error of the mean (S,) for the estimated models equalled from 0.07
pp to 0.09 for Banks D and C, so possible deviations from obtained results may be
insignificantly lower than in the case of the models concerning the first correlation.
In Bank A the standard error of the mean was higher than in other models and it was
0.96 pp.

In order to verify the correctness of conducted estimations, the significance of
model parameters and all partial models as well as to hold the assumptions of the
least square method, the analysis of variance was applied. Two hypotheses were put
forward: H: B,= 0 oraz H : B,# 0. For the majority of the parameters (except for the
parameter b, for the variable Y, in Bank B) the results of regression analysis turned
out to be crucial, hence H; about lack of significance for H, was rejected, which
confirmed previous analyses and the conducted discussion.
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5. Conclusions

The aim of the study was to show the process of shaping the share of the selected
group of customers — family companies in the structure of the credit portfolio and the
estimation of the impact of potential changes on the quality of the credit portfolio
and the profitability of banks, based on the example of the selected cooperative banks
operating in Poland. On the basis of the implemented literature studies and the
conducted econometric analysis the following conclusions were formed:

1. The share of family businesses in the structure of total credit portfolios of
particular cooperative banks differed mainly due to the location of the given bank.
The largest share of credits in this group was recorded by banks functioning in the
urban-rural municipality (Bank B) and the county town (Bank A). At the same time,
Bank C, located in the rural municipality and Bank D, operating in the small urban-
rural municipality observed a slight decrease in the share of credits of the group of
the family businesses in the total volume of granted credits in these institutions. In
addition, banks operating in urban-rural municipalities were characterised by the
largest share of multi-generational businesses in the volume of credits granted to
family enterprises (about 60%).

2. The result of the analysis indicates statistical relation between the share of
family enterprises in the credit portfolio as well as in the quality of it and influence
of profitability of cooperative banks’ assets. There has been observed a strong inverse
correlation between the share of family enterprises’ credits in the total balance of
credits and the quality of a bank’s credit portfolio, which means that the increase of
credits to family enterprises’ share in the banks’ credit portfolio deteriorates (the
increase in share of bad debts) the quality of the entire credit portfolio of the banks.
Moreover the analysis assumes that there exists a correlation between the increase in
the credits for family enterprises’ share and the deterioration of the profitability of
cooperative banks’ assets.

3. From the banks’ perspective credits for the family enterprises are characterized
by certain traits influencing the risk related to them, e.g. small family enterprises
often do not have any credit history or they do not have accountancy or do not have
credit surety in the required value. In consequence banks could not evaluate the risk
factor connected with credit for this group of clients. On the other hand, owners of
this kind of enterprises often do not want to take out a loan or any credit.
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