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INTRODUCTION

The main aim of our work is to elucidate for readeurrent conditions of
SMEs in regions of The Slovak Republic. We usedhots like description,
deduction, and analyse based on statistical dattlyi-we emphasized on the
general overview of Slovakia from its establishmenthe present, especially
from the economical point of view. In the next cteaipve focused on basic de-
finitions connected with the business in the SloRapublic for better getting
into this problematic. Except these basic charstites we also described functions
of SMEs and manners of the state support. In tkieahapter we quoted a few defi-
nitions from several authors and also described fagtors which have an impact
on the competitiveness. Later we worked with mdaas from global evaluation
of competitiveness in regions of Slovakia. Howeves,worked only with results
which influence the topic of our work. Finally, véeimmed up all information
about our topic and we provided our opinion. Acaagdto this work, you
should have a clear overview of current situatiofitie Slovak Republic.

OVERVIEW OF SLOVAKIA

The Slovak Republic was established fnJanuary 1993 by separating from
Czechoslovakia and Slovakia was a part of thisrbgtn from 1918 (with ex-
ception of years 1939-1945). From 1989, when wastbrown the socialist
regime, to 1993 a lot of changes had been donem fenar point of view the
important one was the transition from the planneghemy to the socially and
ecologically oriented market economy.

The separation of Czechoslovakia strengthened #tieral pride and in-
creased the interest in public affairs. The bakithe right development of the
Slovak economy has been the legislation of the éddvepublic. Due to this,
Slovakia was prepared to become a member of thepean Union in May
2004 and then in January 2009 the Slovak Repuldicwith all criteria for the
entrance to the Eurozone.
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Besides, our country is also a member of otherriatéonal organisations
like NATO, OECD, WTO, OSCE, and Schengen Area.

Slovakia is one from countries with the highestrexoic growth in com-
parison to other countries in the EU. In additiSigvak economy is considered
an advanced economy. The following tables showotrerview of basic facts
about the Slovak Republic:

Table 1. Basic characteristics

Population 5 397 036 ( 86— Slovaks)
Area 49 035 km?

Density 111,1 inhabitants/km?
Number of regions 8

Source: Statistical office of the Slovak Republic.

Table 2. Main economic statistics
2003| 2004/ 2005| 2006| 2007| 2008| 2009| 2010| 2011

GDP growth %) 4.8/ 5.1 6.7/ 83/10.5 5.8 4.9 42 33
GDP per capita in PPS 5557 60| 63| 68| 73] 73| 74 X
Inflation (%) 84| 75| 28 43| 19| 39 09 0.7 41
Unemployment%) 17.6/ 18.2| 16.3| 13.4| 11.1] 9.5| 12.0| 14.4| 13.5

ggr;,e)ra' government gross detit ¢ | 4, 4 41 5 34.2| 30.5 29.6| 27.9 35.6 41.1] 43.3

General government deficiv of GDP)| -2.8| -2.4| -2.8| -3.2| -1.8| -2.1]| -8.0| -7.7| -4.8
b=break in series, x=without data

Source: Eurostat.

We decided to choose data since year 2003, dueetoamparison to situa-
tions before the entrance to the EU, the Eurozamkadter that, and before a
global crisis and now.

A relatively high GDP growth (from% to 9%), which causes internal and
external imbalances in the economy, the GDP is @epeto be near the poten-
tial of the product. The growth driven mainly byndestic demand (consump-
tion and investment), but also foreign demand.

Decreasing, respectively low inflation rate, refleg the reduction in the
effects of regulated prices and indirect taxes lzalenced nature of the dynam-
ics of economic development.

Unemployment decrease only gradually, reflectirg ekiolution of employ-
ment, but the development of economically activpytation — the emergence of
stronger market for boomers current work and rgitiie retirement age.

Significantly improve the current account balanesphis with the possibil-
ity, transient deepening deficit in 2005 and 200&jnly reflecting increased
imports of capital nature related to the developmemew products (automo-
tive industry) as well as increased consumption.
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MICRO, SMALL, AND MEDIUM-SIZED ENTERPRISES

DEFINITION

An enterprise is considered to be any entity endjagean economic activ-
ity, irrespective of its legal form. This includeis, particular, self-employed
persons and family businesses engaged in crafther activities, and partner-
ships or associations regularly engaged in an enmnactivity.

Staff headcount and financial ceilings determinergerprise categories.
The characteristics of SMEs there are no uniformregch, according to EU
criteria valid from ¥ January 2005. The main factors determining whethem-
pany is a SME are:

a) Number of employees and
b) Either turnover or balance sheet total.

1. The category of micro, small and medium-sizetegmises (SMES) is
made up of enterprises which employ fewer thanf@s8ons and which have an
annual turnover not exceeding EUR 50 million, an@io annual balance sheet
total not exceeding EUR 43 million.

2. Within the SME category, a small enterpriseefireed as an enterprise
which employs fewer than 50 persons and whose &mtuunver and/or annual
balance sheet total does not exceed EUR 10 million.

3. Within the SME category, a microenterprise ifirsi as an enterprise
which employs fewer than 10 persons and whose atumunver and/or annual
balance sheet total does not exceed EUR 2 millkaropean Commission (http)].

TYPES OF SLOVAKIAN COMPANIES

As in most European countries the most common ofpempany in Slo-
vakia is the limited liability, followed by generahd limited partnerships and
the Slovakian joint stock.

1. Slovakian Limited Liability Company (LLC)

The Limited Liability Company is the most commorpayof business in
Slovakia, found by local or foreigner entreprenelirsan be formed by at least
one member, and shareholders can be individuatsher limited liability com-
panies, and cannot exceed 50. The LLC must havmianom capital of 5.000
EUR. The contribution of the shareholders musthieaainimum of 750 EUR.
The partners of a LLC are liable for the compargb$igations, only to the ex-
tent of their contributions.

2. Slovakian General Partnership (GP)

This kind of business form can be established bgat two participants,
without a limit as to the maximum number of parsaérhe members of a gen-
eral partnership are fully liable, with their whgigvate property, but instead do
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not have to pay any initial investment to the conypaas it's being founded.
The partnership has no legal status, and as allbmesrare general partners,
each and one of them has the right to be involvethé management of the
partnership and to represent the company.
3. Slovakian Limited Partnership

This kind of partnership has similar characteristis a general partnership,
as it has no legal status, no initial capital iguieed and must be founded by at
least two members. In a LC at least one membegénaral partner, who is held
liable with his whole private property to the compabbligations, and at least
one limited partner whose liability depends on ¢batribution made, but does
not exceed its value.
4. Slovakian Joint Stock Company

The Slovakian Joint Stock Company is formed eittnetwo natural per-
sons, either by a juristic entity. It is consideteéd most complicated type of
company because of it's complex establishment dffetudt administration.
The company is liable only through its own propefe registered capital
must reach at least 25.000 EUR and it is divided stares with an established
nominal value. The management and control of at Biimck in Slovakia is per-
formed via a Board of Directors, or Managers, whosambers are entitled to
represent the company and a Supervisory Board swpervises the activities of
the Board of Directorsllypes of Slovakian Compani@912 (http)].

DEVELOPMENT OFSMES INSLOVAKIA

Features of SMEs related to the stages of developofesmall and me-
dium-sized businesses worldwide. The first wavel@felopment, especially in
the 19 century ended the onset of large enterprisesemergence of monopo-
lies, which in time developed significant barriefseconomic development and
caused a gradual decline of a large number of dmalhesses.

The second wave of development of small and mediatarprises in the
world and in Europe, particularly in 70th the 2Qtantury was marked by
a process of rationalization in response to masktiration and technological
understanding of the needs of state interventiotheneconomy and antitrust
enforcement actions.

This will ultimately create conditions for strucalirchange in large enter-
prises and for service development. Small busisessgresent a growing mar-
ket share, increasing their share the gross dotnpsiduct. The SR is associ-
ated with the development of their transition torked4 economy in early nine-
ties. Small and medium businesses meet now morenanel tasks and functions
[Rozvoj malych a strednych podnikbitp)].
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FEATURES OFSMES

Basic features of small and medium enterprisesbeadivided into the fol-

lowing way [Chodasova, 1993]:

1. economic functions:

» Decentralization of the economic system, while r@aimng a market mecha-
nism

* Production and raster function — developing contipetiess, technological
innovation and more flexible development

» Allows you to meet the specific needs of the popofa(small series of con-
tract)

» Contribute to regional development

2. social functions:

» Form a large and varied source of job opportunitleselop employment

» The realization of freedom and independence coupiddresponsibility for
consequences of their actions

» Develop personal initiative, enabling personal dmweent, education and

self-realization

Their activities are involved in protection of eroriment.

3. political office:

SMEs are the object of the policy objective to eastountry’s economic

growth

» Allow disperse economic power among a wider rarfggoial (impact repre-
sentatives of small and medium enterprises in sgmtative bodies) and con-
tribute to the stability of democracy, pluralismdadevelopment Rozvoj
malych a strednych podnikdhttp).]

SUPPORT FOFSMES

The development of SMEs is not possible withouating conditions facili-
tating business start-ups. In addition to stateewuc policy and the state regu-
lation of competition is for a variety of suppodtiaities, focused on financial
aid and to communicate the necessary informationexperience in the devel-
opment of SMEs in European countries were recomatbtitiee types of state
support for the Development of Small and Mediumemtises [Geneva, 1987]:
a) Loans — the government paid from the state budget
b) Aid organizations from other countries and inteioval institutions to fund

(Advice, information, assistance in obtaining lodrsn banks and other of
risk-capital aid in processing investment projestd below)
c) Selection control to protect SMEs from competition.

Slovak Guarantee Bank was created in 1991 in theaIRepublic by decision

of the Ministry of Finance. Activities of this bamkere intended for the support and
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development of small and medium business. The fafntise present activities of
the Slovak Guarantee and Development Bank (SZRBM&s include:

a) Acceptance of the loan guarantee business (govertrisa@k guarantees)

b) To provide interim funding to cover the interest

c¢) Providing one-time funds.

The current system of support for small and medwmerprises in Slovakia
is constantly updated, although it cannot be camsi fully satisfactory. The
basic elements support system is made up of messéspecially the Ministry
of Economy, Slovak Guarantee and Development Bami the National
Agency for Small and Medium Enterprises (NADSME).

The general form of small and medium enterprisd4HS):

a) Financial support — in the form of non-repayablangs, various warranty
programs PHARE and etc.

b) National and sectorial development programs (tourenergy saving, etc.)

¢) Funds for selected institutions to support foragigide, export financing, etc.

d) Specific support programs (training, education,nsalling)

e) Advice for Family Business

f) National Regional Development Plan focused on theskbpment of families
in the regions job creation, to use people’s skdts.

g) Activities to promote education and self-assertéog to remove subjec-
tive barriers to business.

THE COMPETITIVENESS

DEFINITION

At this stage, it is important to shift attentiam regional competitiveness,
a term which has been used more rarely, and tisabéan defined more poorly.
As a starting point, a definition for regional costiiveness comes from the
Sixth Periodical Report on the Regions:

“[Competitiveness is defined as] the ability to guoe goods and services
which meet the test of international markets, whtl¢he same time maintaining
high and sustainable levels of income or, more igdlyethe ability of (regions)
to generate, while being exposed to external catigretrelatively high income
and employment levels’.” And “In other words, foregjion to be competitive, it
is important to ensure both quality and quantityjaifs” [The Sixth Periodic
Report on the Region%999].

The European Commission, in setting out the chglein define a concept
of regional competitiveness, states that “[The rdtiéin] should capture the
notion that, despite the fact that there are styoogmpetitive and uncompeti-
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tive firms in every region, there are common feasuwithin a region which
affect the competitiveness of all firms locatedr#tie

There are different views on the expression of dbmpetitiveness of re-
gions and territories and also many approachebleoséry nature of existence
and competitiveness of the territories, regions raatibns.

The concept of regional competitiveness is increggiappearing in the as-
sessment of the economy, reached the standarding land prosperity of its
people. Based on the definition according to EU peftitiveness, regional com-
petitiveness describes the ability of regions gateeincome and maintain em-
ployment levels in the national and internatior@hpetition.

FEATURES OF REGIONAL COMPETITIVENESS

The main objective of regional development is wréase prosperity in the
regions by examining the determinants and toolsdha contribute to increas-
ing growth and regional competitiveness. Regiomahgetitiveness is therefore
closely linked to four main factors that are clgdeiked:

e The structure of economic activities,

» Level of innovation,

» Degree of accessibility of the region,

» Level of education achieved by the workforce.

In defining the factors that determine the competitess of the region can
build on Porter’'s approach [Rimska, 2008 (http)]. According to him a source
of competitiveness of the three types of compeatiidvantages, that divided the
economy:

» Economics and cost-oriented the factors of prodagti
» Economy-oriented investments,
* The innovation-oriented economy.

Regions oriented to the production or cost factwepete through low
cost, thus cheap production factors, regions cgmivestment compete with
other regions through the range of costs, improyraductivity and increase
efficiency. In regions oriented innovation to produnew technologies and ac-
tivities are focused on producing innovative pradwmnd services.

THE EVALUATION OF THE REGIONAL COMPETITIVENESS

According to the analytical worklonitoring of Competitiveness in Slovak
Regionspublished by Karol Morvay and Jan Marusinec in 2a088re are main
ideas from this analysis.

They were working with four pillars in the evaluatiof regional competi-
tiveness. The first pillar is called “The environmhdor development of sophis-
ticated economic activity”. It is focused on preduions for innovation and
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sophisticated economic activity on regional levEhe second pillar called
“Output and Employment” is focused on the dynanoiceutput (investments as
basis for future output increase) and employmetie Third pillar is called
"Productivity and Labour Costs”. From the aspectcompetitiveness it is in
contrary to the first pillar. Factors like indusldriproductivity, the relation be-
tween wages and productivity as well as level @ola costs are distinctive
indicators used in predominantly industrial periafddevelopment. The fourth
pillar is called “Environment for Small and Mediugmterprises” and it includes
factors which create the potential for SME develeptrand expansion.

Each of these above mentioned pillars is affectgdsdveral parameters
which have different value in the evaluation. Tkeult of this work is evalua-
tion of the pillars and the summative assessmeaoiveder, the summative as-
sessment should to be understood illustrativestrimtly.

The pillar “Environment for Small and Medium Entaggs” was described
by parameters: “The level of urbanization”, “Thendynics of turnover in se-
lected services”, “The number of enterprises”, &hde number of entrepre-
neurs”. The indicators do not reflect the resuftshe action of factors of com-
petitiveness, but a chance to reflect on their oetice. For the needs of our
work we present only the evaluation of the pilMr |

Table 3. The evaluation of the pillar IV (points)

The pillar IV
. 2001
Region (three parameters 2004 2008
Bratislava 1,69 2,19 1,79
Trnava 0,69 -0,59 -0,05
Trensin 0,76 1,14 -0,12
Nitra 0,64 -1,65 1,25
Zilina 0,70 -0,46 0,63
Banska Bystrica 0,73 0,37 1,25
PresSov 0,62 0,36 0,20
KoSice 0,73 2,17 0,78

Source: Monitoring of Competitiveness in Slovak iReg.

Bratislava region remained on the first rung, desgie drop point score.
The decrease was associated with a worsening akthtive position of coun-
ties in parameters dynamics of turnover in selesgdtices and the number of
entrepreneurs. Of course, high scores are pumggohref the parameter level
of urbanization and number of enterprises (logjctile presence of capital).

Trnava region finished seventh partition. The scbrde region in comparison
with 2004 has increased considerably. More sigmifiy, however, was mainly the
result of a negative growth in dynamics of turnameselected services.
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Trergin region in the period 2004-2008 saw the largesp:dget out of
third place at last. The negative development se@® associated with parame-
ters the dynamics of turnover in selected sendeekthe number of enterprises.

Nitra region passed an opposite trajectory as éineregion: from the last
partition in 2004, got the second in 2008. Thisgeaped thanks to a very sig-
nificant change in assessing the dynamics of tenav selected services, and
evaluation of number of enterprises. The regiodisadvantaged by very low
level of urbanization.

Zilina region (5th place) recorded the stagnatibrihe three parameters:
only score in the dynamics of turnover in selecexices have been varied.

Banska Bystrica region together with the Nitra omgare on the second
place in the pillar IV. Banska Bystrica region ab&l at this pillar of their fa-
vourable ratings. Crucially it has caused a higtresdor the dynamics of turn-
over in selected services.

The sixth rung of Pre3ov region is determined byeask developments in
the dynamics of turnover in selected services/din@st number of enterprises
in the conversion per capita and a low level ofanibation.

KoSice region descended on pillar IV from the satepartition in 2004
to fourth in 2008: in addition to stagnant points tlegree of urbanization,
the state point in all parameters deterioratedsThgion has, however, the
lowest number of points in the parameter numbermtrepreneurs. This
means the minimum number of businesses-individwakulated per capita
[Morvay, MaruSinec, 2009 (http)].

CONCLUSION

» Small businesses are an important part of the &l@emnomy, while the
gross domestic product or value added accountsfout sixty present.

» Their importance lies in the economy that are dgypower of its development,
particularly its flexibility in adopting and usirthe most progressive technolo-
gies, creating jobs and growth as the main inttiatdiving population.

» With the entry of Slovakia into the European Unadgso increased demands
on the sector of the national economy due to hmgpetition in the Euro-
pean market.

» Only products and services of high quality whicim catisfy the increasing
demands customers are able to enforce a highlyetitiap EU single market.

» Therefore, the permanent innovation activity ofegptises as a key instru-
ment to achieve competitiveness appears to be seges

» The Government in its policy statement in the eooicosphere established
one of the main tasks of promoting entrepreneurahigbcompetitiveness and
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The Government committed to improving the busiressronment, simplify
access to business, particularly by simplifyingdkeninistrative process.

» One of the main instruments of the institutiongdart for small and medium
enterprises is the National Agency for Small anddMm Enterprises, which
aim is to expand its programs to enable the graftine technological level
of Slovak production and its quality.

» Overall, more than half (34) surveyed SMEs carried out for customer ser-
vice innovation, either by introducing a completelgw service or signifi-
cantly by improving existing services for customers

» Small and medium enterprises as the most commaulisupf solutions for
their own innovations reported their own developtakcenters.

» Most SMEs are brought together in the Slovak ChamddeCommerce
and Industry Chamber.
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Summary

The study presents problems of small and mediuedsenterprises’ development in Slova-
kia. There were discussed specific conditions fer EME’s functioning at both national and
regional level. The market competition as well &gesinterventionism were taken into account.
The influence of the SMEs on the Slovak economy desxribed in details.
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Znaczenie rozwoju MSP w uwarunkowaniach konkurencjiregionalnej
na Stowacji

Streszczenie

W opracowaniu zaprezentowano problemy rozwoju nhafiyérednich przedsgbiorstw na
Stowacji. Przedstawiono specyficzne uwarunkowania fdinkcjonowania MSP na poziomie
krajowym i regionalnym. Uwzgbniono zaréwno konkurengjrynkows, jak i paistwowy inter-
wencjonizm. Szczego6towo opisano znaczenie MSP aaadarki Stowac;ji.



