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ABSTRACT
Objective: The objective of this paper is to present challenges associated with human
capital development and need to be addressed in order to improve the effectiveness
of implementation of new technologies and agile business models in institutions from
the Polish financial sector.
Research Design & Methods: The study utilizes both qualitative and quantitative re-
search methods: critical literature review, non-participant observation, unstructured
interviews, statistical data analysis and comparative research.
Findings: It was determined how employees of the financial sector are motivated by
means of remuneration and what challenges are to be addressed that are associated with
implementation of new technologies and agile business models in banking institutions.
Contribution & Value Added: The needs for developing objectively verifiable criteria
for assessing the success of Al projects and agile models implementation as well as a
lack of knowledge about the real benefits of such projects and models resulting from
small expenditures on training of employees have been identified.
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INTRODUCTION

Regardless of the dynamic development of information technologies (ITs) supporting the
functioning of financial institutions and an increase in the number of investments in infor-
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mation and communication technologies (ICTs) and artificial intelligence (Al) projects, one
should remember about human capital, which is the most valuable element of any organ-
ization. In the face of growing competition and professionalism, it is necessary to take care
of human resources development and incur considerable costs. Digital consumers of fi-
nancial services, regardless of the need to quickly and relatively easily settle their tasks via
ICT devices also require contact with human employees, not just avatars. This is often dif-
ficult for the decision-maker to accept because employing a large number of experts and
specialists represents a significant proportion of costs borne by financial institutions. Sim-
ple restructuring based on reducing employment in bank branches and wider introduction
of increasingly sophisticated ICT solutions have their limitations.

Polish employees are characterized by one of the lowest participation rates in various
lifelong learning systems in Europe(Eurostat, 2019). Expenditures on education, improve-
ment and retraining of personnel are insufficient. Research conducted in other countries
shows that the level of documented education of financial institutions employees has little
impact on the effects of their work, while continuous professional training clearly posi-
tively affects the growth of their productivity as well as performance, and is necessary for
proper human capital development (Khan et al., 2014).

It is important to note the need to increase support for human capital development in
the Polish financial institutions. The main research question is as follows: what are the chal-
lenges (associated with human capital development) that need to be addressed in order to
improve the effectiveness of implementation of new technologies and agile business models
in institutions from the Polish financial sector? The search for answers to this question is
facilitated by the formulation of three sub-questions that guide the empirical research, i.e.:

— what are opinions of the bank employees about the challenges related to the imple-
mentation of new technologies and agile business models in financial institutions?

— are employees of the Polish financial sector properly motivated by remuneration to
take on these challenges?

— are the expenditures on developing human capital through training, improvement and
retraining of employees at an appropriate level?

In addition to this introduction, next sections include the literature review and presen-
tation of materials and methods applied in the research. The final sections describe
achieved results, discussion and in the last one there are conclusions.

LITERATURE REVIEW

In the digital era, advanced economies are supported by knowledge management pro-
cesses and the development of human capital in financial and nonfinancial institutions
(Clarke & Gholamshahi, 2018). Many studies have demonstrated the relationship between
knowledge management, education, human capital management and economic growth
with fostering socioeconomic prosperity at micro and macroeconomic levels (e.g. Garza-
Rodriguez et al., 2018; Mansion & Bausch, 2019). Information, e-knowledge as well as in-
tellectual and brainpower activity together build key economic resources of modern finan-
cial institutions (Hafizi & Zawiyah, 2009). Their success depends on this kind of resources
and human capital which concerns the competences of employees in organizations and
human resources of cooperating external entities.



Development of human capital in institutions from the Polish financial... | 53

Due to the fact that the role of employees in all types of organizations can be treated
from the point of view of their resources, the terms ‘human resources’and ‘human capital’
are often used interchangeably (Osranek & Zink, 2014). The first term is more traditional,
while the second term is more precise (especially for financial institutions) because it
clearly indicates the financial benefits of knowledge related to employees.

Human capital approach is not yet widely accepted in environments related to the
financial sector. It can often be found in academic considerations and scientific publica-
tions. Some argue that in the past, aversion to this approach sometimes resulted from
suspicions of treating people as machines (Becker, 2009). In this case, the term ‘human
resources’ is even more associated with it.

Human capital has its own specificity, e.g. it is not tradable (unlike structural capital),
it is not owned by institutions employing personnel, because it is the result of the work
of minds and depends on the skills of individual employees and the professional
knowledge they generate (Shih et al., 2010). Literature analyzes concerning this capital
are therefore usually conducted on two levels: individual or organizational (Buzavaite &
Korsakiene, 2019). The right approach to human capital management and application of
knowledge-based solutions ensure sustainable development of financial institutions,
achieving high added value and reaching a constant strategic advantage on the market.
Bibliometric analysis of two key concepts of ‘human capital’ and ‘social capital’, combi-
nation of these concepts and their relationship with sustainability are available in the
literature (Garrigos-Simon et al., 2018).

Institutions from financial sector, e.g., banks, credit unions, investment institutions,
insurance companies, mutual funds, intermediate in the cooperation of household and
corporate sectors. They perform simultaneously or separately the following two func-
tions: brokerage function (agents providing information for transfer of services and
transaction services) as well as asset transformation function i.e. purchasing equities,
bonds, debts — claims called primary securities and selling financial claims in the form of
deposits, insurance policies etc. (Saunders & Cornett, 2007). Bearing in mind these as-
pects, it seems obvious expenditures on the development of knowledge and human cap-
ital are necessary in order to achieve measurable economic benefits of financial institu-
tions, and the source of this type of key capital is systematically educated and trained
employees. Investments in human capital as well as an individual’s education and train-
ing are analogous to business investments in equipment and fixed assets (Becker, 2009).
Necessary investment in employment and development of human capital can be dis-
couraging, therefore simple solutions such as reduction of employment arise. However,
human capital is a key factor in building competitive advantage and achieving right po-
sition on the local and global market. Financial institutions are, above all, social systems
in which the importance of human capital is particularly significant.

Financial institutions have knowledge-intense and intellectually-intense character and
they do not rely on physical resources but on intangible ones (Mavridis, 2004; Yao et al.,
2019). The development, operational success and sustainability of the financial sector are
not based on tangible assets, but on human and intellectual capital, as well as on such
elements as advanced systems, processes, expertise, supportive culture, skills, knowledge,
information and specific environment (Haris et al., 2019).
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Human capital is a set of the following elements: knowledge resulting from experi-
ence, creativity, social and personality attributes, which together determine the ability to
perform tasks leading to the generation of economic value (Goldin, 2016).In every organ-
ization, the development of human capital requires increasing outlays and, consequently,
increasing labour costs. The development of human capital can be based on improving
employees’ qualifications, e.g. by organizing training, which usually leads to an increase in
their effectiveness as well as efficiency, and is also a strategic factor of the success of fi-
nancial institutions. This kind of development also contributes to improving the intellec-
tual capital of the organization, which includes total knowledge in the organization provid-
ing it with a competitive edge, knowledge, experience, intellectual property, data and in-
formation that can be used together to create new value (Dumay, 2016).

Intellectual capital is classified in various ways and it is sometimes referred to as human
capital supplemented by structural capital, however, more often it is described as the sum
of three types of capital: human, social and organizational (Subramaniam & Youndt, 2005).
Research on intellectual and human capital available in the literature is mainly carried out in
the following three areas: determinants of disclosure, identification and valuation as well as
international reporting comparisons (Bryl & Truskolaski, 2017). Development of these capi-
tals in institutions from financial sector, among others, can be achieved by incurring ex-
penses related to raising professional qualifications, training, education, encouraging greater
activity and innovation of employees. Therefore, it is necessary to reserve funds for this pur-
pose at an appropriate level as part of labour costs, because it determines the survival and
achieving the right competitive position of the organization on the market.

As a result of dynamic technological progress, turbulent changes in the environment,
introduced innovations in IT processes and systems, the requirements for modern finan-
cial institutions are constantly elevated and it is increasingly difficult to deal with growing
competition in this sector (Joshi et al., 2010). The strategy proposed by the European Com-
mission is an expression of support for the successful shaping of the digital future based
on big data and Al technologies, which will be introduced in small and large enterprises in
the coming years, taking into account the principles of a fair and competitive economy,
open, democratic and sustainable society as well as people’s needs (European Commis-
sion, 2020).The development of Al and ICT technologies cannot mean giving up on noticing
the key importance of human capital in financial institutions, in which people play a fun-
damental role and by using knowledge resources and financial means support the achieve-
ment of the goals of their organizations. Attaining these goals and building a competitive
advantage is mainly associated with the development of human capital, for which (in the
Polish financial sector) more funds should be allocated than at present.

Economic studies covering long periods of time prove that the introduction of new
technologies (including ICT) does not reduce the number of jobs (e.g. in banking) but
contributes to the increase in requirements for employees’ knowledge and qualifica-
tions (Acemoglu & Restrepo, 2016). Properly remunerated and motivated employees
willingly use the opportunities provided by IT systems and do not treat them as compe-
tition. It cannot be said that people are slowly becoming redundant and are being re-
placed by computers. Employee participation in financial institutions and the human
capital built thanks to them are essential. IT devices can replace people only when car-
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rying out relatively simple tasks such as withdrawing money from automated teller ma-
chines. Highly qualified specialists are needed to ensure relationship banking in modern
institutions (Autor, 2015). The introduction of new ICT technologies on a large scale
eliminates staff who are less educated, perform routine tasks (associated with repetitive
and codifiable activities) and are poorly motivated (Bosio & Cristini, 2018).

Motivating (in other words: leading) is one of the most important functions of clas-
sical organization management and one of the key factors contributing to the effective
and efficient use of employees’ skills and knowledge in human capital management. This
management function should, of course, be analysed on a multifaceted basis, but in
some situations, to simplify the demonstrative considerations, incentives can be re-
duced only to remuneration of employees in cash in accordance with traditional ap-
proaches (Griffin, 2018). These remuneration and related employee costs play an im-
portant role in the financial results of financial institutions.

Thus, it is worth looking at (based on statistical data) how employees of the financial
sector are motivated by means of remuneration, how the labour costs of employees in
Polish financial institutions are presented, and what are the important elements in the
structure of the labour costs of these institutions. It is also necessary to know the results
of research on the training participation rate of employees from various European coun-
tries and key literature items in this field (Danvila-del-Valle et al., 2019).

MATERIAL AND METHODS

The scope of considerations concerns mainly the institutions dealing in financial and insur-
ance activities. During the study, research methods appropriate to the discipline of man-
agement sciences were used in order to support the collection and analysis of quantitative
and qualitative data. The research process applied critical literature review, non-partici-
pant observation, unstructured interviews, statistical data analysis and comparative study.
This type of literature review was chosen because it allows for a thorough reading of the
publications, conducting comparative analyses and their assessments carried out from dif-
ferent research perspectives.

Observation was used to support the preparation of a qualitative description of the
phenomena studied and their interpretation consistent with the context and specificity of
human capital management in institutions from Polish financial sector.

The search for answers to the three research questions guides empirical research. The
interviews assisted in seeking answers to the following first question: what are the opinions
of bank employees on the challenges related to the implementation of new technologies
and agile business models in financial institutions? Unstructured interviews conducted
among several randomly selected employees of Polish banks in October and November 2019
were used to elicit their opinions, wishes, views, attitudes, experiences and openness to im-
plement new technologies and agile business models in the financial sector. The second re-
search question — are employees of the Polish financial sector adequately motivated by re-
muneration to take on these challenges — is what drives quantitative analyses, the imple-
mentation of which was based on data from public information systems at national level
named Statistics Poland (formerly known as the Central Statistical Office). The third question
- are the expenditures on developing human capital through training, improvement and re-
training of employees at an appropriate level —is related not only to analyses based on data
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from Statistics Poland, but also to a comparative analysis taking into account other European
countries and data from European Statistical Office (Eurostat).

RESULTS

Searching for an answer to the first research question, unstructured interviews were con-
ducted among employees from various Polish banks focused on challenges related to their
openness to implementation of new technologies and agile business models. Among the
tasks requiring a solution, they primarily highlighted the needs for developing objectively
verifiable indicators and criteria for assessing the success of IT and Al projects planned to
be implemented as well as reliable estimation of the effects of implementing agile busi-
ness models. The interviewees expressed anxiety about the possibilities of modernizing
traditional organizational structures and pointed to the need for strong involvement of
the management board and the HR department. They emphasized the fear of managers
making important decisions about incorporating agile principles into the organization’s
strategy. Among the potentially available solutions, they suggested modifying the business
strategy, including change agents in the board (responsible for implementing IT and Al
projects), providing support of HR departments for the processes of introducing techno-
logical changes, cross-functional teams as well as agile and innovative solutions. Interview-
ees pointed out that not everyone knows the real benefits of implementing new Al tech-
nologies and agile business models. They reminded that there was a lack of training in this
field financed by employers, who often emphasize the high labour costs incurred.

Then, in connection with the second research question, statistical data was collected
on whether employees of the Polish financial sector are adequately motivated by remu-
neration to take on the challenges of effective implementation of new technologies and
agile business models. Apparently, the diversity of labour costs results from the type and
size of financial institutions (Table 1).

Table 1. The average monthly labour cost (in PLN) per one employee in Polish financial institu-
tions for the private and public sectors

Public Sector Private Sector
Specification More than| From 10 More than| From 10
Total 49 to 49 Total 49 to 49
employees|employees employees|employees
Financial and insurance 9157 9155 9241 8233 8394 7101
activities
Financial service activities |8 895 8 905 8 586 8 186 8331 7173
Insurance, reinsurance 9487 9487 No data 9238 9148 14 572
and pension funding
Activities supporting 14 798 14 827 14 573 7 818 8152 6429
financial services as well
as insurance and pension
funds

Source: (Central Statistical Office, 2017).
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The third research question drove the collection of data from the Statistics Poland
on expenditure on human capital development through training, improvement and re-
training of employees (Table 2). Data from the Eurostat were collected for the purposes
of comparative analyses.

Table 2. Selected components (in %) in the structure of labour costs in financial institutions

More than| From 10 More than| From 10
Specification Total 49em- |[to49em-| Total 49 em- |to 49 em-
ployees | ployees ployees | ployees
Total personal wagesand | g o 80.0 77.7 82.0 81.9 82.5
salaries
Retirement, pension and
insurance contributions 13.3 13.3 14.4 13.9 14.0 13.6

paid by employer
Expenditures on training,
improvement and retraining 0.8 0.8 0.2 0.6 0.6 0.4
of employees
Source: (Central Statistical Office, 2017).

The statistical data presented in Table 3 allow for comparative analyses of adult edu-
cation in selected European countries.

Table 3. Adult learning in selected European countries (in %)

Total Male Female
Country

2013 2018 2013 2018 2013 2018
EU 10.7 11.1 9.7 10.1 11.6 12.1
Switzerland 29.3 31.6 30.0 32.4 28.7 30.9
Sweden 28.4 29.2 21.5 22.4 35.5 36.1
Finland 24.9 28.5 21.1 24.7 28.8 32.4
Estonia 12.6 19.7 9.8 16.2 15.3 23.2
Netherlands 17.9 19.1 17.4 18.3 18.4 20.0
Austria 14.1 15.1 12.8 13.7 15.4 16.5
Portugal 9.7 10.3 9.3 9.8 10.1 10.8
Germany 7.9 8.2 7.9 8.5 7.9 8.0
Italy 6.2 8.1 5.8 7.6 6.5 8.6
Cyprus 7.2 6.7 7.0 6.8 7.4 6.6
Latvia 6.8 6.7 5.1 4.8 8.2 8.4
Lithuania 5.9 6.6 5.2 4.9 6.5 8.3
Poland 4.3 5.7 3.8 5.1 4.9 6.3
Greece 3.2 4.5 3.3 4.5 3.1 4.5
Slovakia 3.1 4.0 2.9 4.2 3.3 3.8
Montenegro 2.8 3.2 2.7 3.3 2.8 3.0
Croatia 3.1 2.9 3.0 2.4 3.3 3.4
Bulgaria 2.0 2.5 1.9 2.4 2.1 2.6
Romania 2.0 0.9 2.2 1.0 1.8 0.9

Source: (Eurostat, 2019).
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The indicator of adult education is determined by dividing the number of positive
responses of people of the said age to the question about their participation in training
(during the four weeks preceding the study) by the total number of people in the same
age group (for Poland it is 5.7% in 2018).

DISCUSSION

The discussion is structured according to the research questions posed. Regarding the first
research question concerning opinions of bank employees, they mainly indicated the need
to develop objectively verifiable criteria for assessing the success of Al projects and the
implementation of agile models, as well as the lack of knowledge about the real benefits
of such projects and models resulting from small expenditure on employee training.

The statistical data collected in connection with the question concerning the appro-
priate remuneration motivation to take up the challenges allow for the formulation of pos-
itive answers. The total labour costs include: remuneration for work performed and for
the time of not performing work, all bonuses, social security and health insurance, social
benefits, as well as other costs incurred by the employer, such as payments in nature,
meals, work clothes, service housing, employee transport, recruitment costs and taxes
that are also labour costs. Such costs are fundamentally different depending on the type
of ownership sector. In public sector units, they are higher compared to the private sector,
e.g.,in 2016, in the public sector labour costs related to the employment of one employee
were 7.3% higher compared to the private sector (Central Statistical Office, 2017).

In 2018, in Polish banks, employee costs amounted to almost PLN 17 billion, which
represents 50.8% of their administrative costs. In comparison with 2017, the 1.2% increase
was mainly due to an increase in remuneration for employment contracts (Statistics Po-
land, 2019). These data confirm that labour and overhead costs have a significant share in
the bank budget and therefore play a key role in shaping financial efficiency in institutions
from the Polish financial sector. Labour costs vary considerably depending on the given
branch of the national economy — the highest labour costs (average monthly labour cost
per one employee in 2016) occur in information and communication branch (PLN 9356) as
well as mining and quarrying branch (PLN 8967). In turn, consistently for several years, the
lowest costs occur in accommodation and catering activities (PLN 3675).

Traditionally, there is some dissatisfaction among entrepreneurs in Poland associated
with, in their opinion, high labour costs representing the total costs they incur in connec-
tion with hiring employees. They have seen significant increases in these costs over recent
years. Still, unit labour costs are markedly lower than the EU average. This situation is used
by international investment companies, which often locate outsourcing centres of finan-
cial sector services in Poland. Despite the use of automated financial processes, the de-
mand for highly qualified and professional staff does not decrease. A significant challenge
facing the Polish financial sector in this context is the current dynamic increase in wages,
which in the next few years may cause a significant reduction in the distance in relation
not only to the EU average, but also to more prosperous countries. It is not known whether
in the future international investment companies will not start moving their outsourcing
centres to poorer countries with lower labour costs.

Institutions related to financial and insurance activities have one of the highest labour
costs (PLN 8415 PLN), and have been recording relatively high dynamics of labour costs for
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years (e.g. in the period 2012-2016, increase of about 12% in the average monthly cost per
one employee) (Central Statistical Office, 2017).

The collected data proves that the diversity of labour costs results from the type and size
of financial institutions. Previous studies (Grzeszczyk, 2017) showed that labour costs in large
organizations exceed those in medium and small organizations, which was caused by the
different pay systems, various approaches to the payment of any allowances, bonuses and
overtime pay. In recent years, there has been an improvement in the labour market, a de-
crease in unemployment, an overall increase in wages and better treatment of employees.
Labour costs in public institutions were still usually higher than in private ones. Due to the
pandemic, employment conditions can be expected to deteriorate in 2020, and sometimes
the statements of banking managers indicate that they miss the times when employers dic-
tated employment conditions to a greater extent. The current negative changes on the la-
bour market usually do not relate to the employment of IT specialists and many employees
treat it as an opportunity to raise their qualifications in the field of new big data and Al tech-
nologies, and even to change their present profession to a more related to this area.

A significant increase in the average monthly labour cost per one employee in Polish
financial institutions also results from the need to attract highly qualified specialists in the
fields of ICT and Al. At the same time, reductions in less qualified personnel employed in
branches of various banks from public and private sector can be observed. Laying off these
less-paid employees does not compensate for the increase in salaries of the best IT spe-
cialists. The increase in their wages is additionally accompanied by the emergence of new
foreign financial and consulting institutions on the Polish market that offer higher wages
wishing to attract the best employees. This trend related to the increase in the require-
ments regarding the qualifications held by staff in human capital management is likely to
persist and it is difficult to indicate the reasons for its inhibition.

After collecting statistical data and conducting comparative analyses, it is not possible
to provide a positive answer to the third research question regarding the level of expendi-
ture on human capital development through training, improvement and retraining of em-
ployees. The research conducted by Eurostat among 37 European countries shows that
Polish employees aged 25-64 are characterized by a low value of participation indicator in
various lifelong learning systems (Eurostat, 2019). In Polish financial institutions, the costs
associated with the development of human capital are still insufficient. For example, ex-
penditures on training, development and retraining of employees do not exceed 0.6-0.8%
of total labour costs. In the case of private organizations, the share of this type of expendi-
ture in labour costs is usually lower compared to institutions in the public sector. In small
institutions (from private and public sector) it is usually the worst, and employees are
forced to obtain the necessary qualifications and skills on their own.

The importance of human capital in financial institutions is visible, regardless of the
ICT and Al technologies being developed and their increasingly better applications in bank-
ing. Appropriate management of this capital is one of the most crucial factors of sustaina-
ble development. People using knowledge resources are the basis for the functioning of
these institutions and, above all, thanks to them, it is possible to achieve the organization’s
goals in an efficient and effective manner. The knowledge and competences of employees
of financial institutions determine the ability of this type of organization to transform fi-
nancial capital into services characterized by high cost-effectiveness and adequate quality.
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Appropriate human capital management can also contribute to achieving the desired
competitive position. Therefore, it is necessary to allocate more funds to its development
than at present. Employees should be encouraged to acquire knowledge, qualifications
and skills, and be motivated by allocating funds for training to improve professional skills.
The presented research results show that expenditure on human capital development in
Polish financial institutions is far too low, and the adult learning rate is generally too low
for post-socialist Central and Eastern European countries (except Estonia). It also has a
broader meaning associated with developing the intellectual background for socio-eco-
nomic growth in such countries. Empirical research shows that the basis of socio-economic
growth of lower-middle-income countries is proper education, and the main factors de-
termining successful development in social and economic fields are knowledge, erudition,
intelligence, creativity, emotions and system thinking of people (Kuzkin et al., 2019).

In addition to increasing expenditures on training and improving human capital, it is
desirable to create conditions in the environment of financial institutions conducive to its
development. Currently, there are no proper tax breaks granted to employers in the case
of expenses related to education and raising qualifications by their employees. In the
longer term, such reliefs may bring benefits not only for financial institutions, but also in-
crease funds allocated to, e.g., state social programs. Due to the fact that people partici-
pating in lifelong learning systems become more creative, productive and can help their
organizations more in obtaining higher revenues from invested capital, as a result they
contribute to increasing budget revenues from taxes. Therefore, it is worth proposing ap-
propriate legal regulations supporting the activities of financial institutions related to bear-
ing the costs of human capital development.

CONCLUSIONS

The article presents the challenges related to the development of human capital that
should be taken in order to improve the effectiveness of implementing new technologies
and agile business models in institutions from the Polish financial sector. Using both qual-
itative and quantitative research methods, it was determined how employees in the finan-
cial sector are motivated by remuneration and what the main challenges in this field are
for them. First of all, the need to develop objectively verifiable criteria for assessing the
success of Al projects and the implementation of agile models was identified, as well as a
lack of knowledge about the real benefits of such projects and models resulting from low
expenditure on employee training.

The results of this type of research can be used to improve the personnel strategy as
an important element of human capital management processes in financial institutions.
Properly qualified and motivated employees can significantly contribute to achieving the
goals of organizations of strategic importance and be a determinant of their competitive-
ness. Increasing expenditures on employee education may not only improve the current
efficiency of financial institutions, but also increase their long-term strategic potential.

It is necessary to have adequate human capital management in institutions from the
Polish financial sector and to allocate larger funds focused on education and improving
qualifications of employees, in accordance with the requirements arising from the agile
implementation of advanced ICT and Al projects. Currently, there are times of highly
paid specialists able to use technologies resulting from digitization of financial institu-
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tions, adoption and applying new ICT and Al technologies by them, as well as by clients
and society in general.

Recently conducted research have some limitations and it is worth continuing using
more carefully selected research methods, such as: qualitative, quantitative and mixed,
which will increase the objectivity and credibility of formulated research conclusions. Fu-
ture study should be multifaceted and cover a wide spectrum of issues related to human
capital management in financial institutions. It would be interesting to identify other ef-
fective research methods particularly useful for study in this field.
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