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Private enterprise in small and medium-sized enterprises (SMEs) is specific, in
conditions of the Slovak republic, mainly by its flexibility and the possibilities of faster
adjusting to turbulent conditions of the market environment in comparison with the big
companies. This is the reason of the increase of the importance of small and medium-
sized enterprises in Slovakia, as well as in the other countries of the European Union.
The aim of this paper is to assess the current state of of small and medium-sized
enterprises in the Slovak Republic, because this type of business is known as the engines
of economic development, at these days.
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INTRODUCTION

Private enterprise in small and medium-sized enterprises (SMEs)
characteristic by a transparent organizational structure; it allows the
realization of direct management and flow of information without a significant
impact of negative aspects. Small and medium-sized enterprises have a
significant potential in national economies, where they fulfil several important
functions (for example social, economic, export-import function, etc.).

The significance of these companies is, however, present not only on the
national levels, but also on the supranational level [1], [3]. The importance of
small and medium business enterprises has been also recognized by the
European Union, which has declared this in the key document for small and
medium business enterprises entitled the European charter of small and
medium enterprises. This document defines small and medium-sized
enterprises as the basic economic support of the European Union, as well as
the key source of the employment opportunities.

International growth of small and medium-sized enterprises focuses on
international growth, such as how companies expand their operations across
national borders through opportunity exploration [7]. Small and medium-sized
enterprises play an important role in economic development

Apart from the above-mentioned aspects, the small and medium-sized
enterprises are ascribed also a high innovation and development potential.

Within the national economies, according to the authors Lednicky-Slavik-
Vanék [4], small and medium-sized enterprises fulfil a number of important
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functions. When speaking about the positive impact of this kind of business
companies, it is necessary to highlight the following features:

—  they contribute to the pluralistic organization of the society, since they
create a chance for independent performances of businessmen, and they allow
the economic-self realization of the citizens. It is also a significant precondition
securing the social freedom and stability. However, as the current world
development shows, there is a significant change exactly in the case of the
middle class. In the conditions of the globalization, the ability to stabilize the
society socially and politically constantly decreases, as it was put down by
Keller (1999) in Lednicky-Slavik-Vanék [4];

— they participate in the professional education of workers, because
especially the companies of artisan character provide the growth of
professionalism among a significant number of young people;

— they are a manifestation of the domestic capital and they provide the
opportunity to strengthen the business enterprise element in the market
economy;

—  they are a source of technical and technological innovations and they
significantly contribute to the application of the outcomes of research and
science to the realization phase in the manufacturing process;

— they constantly conduct the testing of the market in relation to the
Interest in new products and services;

— they have an important urbanization effect, since small artisan and
business entrepreneurships and organizations provide job possibilities in the
centres of the cities, and, therefore, they contribute to the revitalisation of the
cities during the time periods when the production capacities are concentrated
in the industrial zones and big shopping centres which are generally built in
the peripheries of the cities;

—  they significantly strengthen the payments and balance of state by their
participation in the export;

— since they are flexible, they are capable of satisfying differentiated,
variable, and individualized needs;

— as an important part of the market, they secure the competition and
they act against the monopolising tendencies. In the meanwhile, their fast
adjustability and flexibility becomes highlighted, which is the impulse for the
innovations and changes of production as well as sales structures;

— they have a significant position in the field of anti-crisis prevention and
prosperity stabilization, because the higher the number of companies, the more
diverse the business risks;

— small and medium enterprise companies fulfil many functions which
are necessary for the functioning of big companies. Applying outsourcing allows
the big companies to exclude the less important functions from the company
and leave them for small and medium business, thus concentrating on solely
their key activities;

— they provide a bigger space for the innovations and there are a smaller
number of restrictive organizational elements and higher individual initiatives;

— they are a significant provider of employment possibilities. They provide
more employment possibilities with occasional work contract in case of
seasonal, irregular or part-time positions and flexible working time in
comparison with big enterprises;

—  they create a feeling of freedom for the owner of a small company, which
is determined by certain independence, and there is also a significant
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opportunity for everybody to work in such field which can bring them real
satisfaction.

Opportunities for and benefits of small and medium-sized enterprises in the
European area:

— strengthening of the internal and external stability of Slovakia;

— more transparent legislative of higher quality;

— improvement in recovery claims;
More professional state and public administration and conducting steps
towards its more effective functioning;

— expanding the approach to the European and world markets;

— Participation in the scientific and technical programmes of the
European Union;

—  better access to the financial resources of the European Union;

— improvement of the information and counselling services;

— increase of the productivity.
Existing dangers and disadvantages of small and medium-sized enterprises
stemming from the entering to the European Union:

—  higher price and other kind of competitions;

—  changes in particular legislative norms;

— increase of costs (especially rise of the costs of work, outflow of work
force).

MATERIALS AND METHODS

The aim of this paper is to assess the current state of small and medium-
sized enterprises in the Slovak Republic, because this type of business is known
as the engines of economic development, at these days. We evaluate number of
small and medium size enterprises, legal forms, as well as participation in
creating of gross value added, building of employment and representation of
SMEs in the Slovek republic in institutional units according to the ESNU95. In
the evaluation, we used available secondary data sources, a records and
statistical data, which were interpreted in order to provide view of a of small
and medium-sized enterprises in the Slovak Republic.

The analysis of the primary data summarized in the tables verifies the
assumption whether there exists relationship between determined
characteristic legal form of business, form of institutional units according to the
ESNU95 and company size, expressed by number of employees. Because the
analysis was based on the summarized data, measurement of associations has
been realized using the instrumentary in MS Excel. Testing has been based on
the calculation of expected frequencies, square contingency, added the
calculation of p-value). In the case of confirmation of relationship, has been
quantified tightness of dependence using the Pearson correlation coefficient.

RESULTS AND DISCUSSION
Small and medium-sized enterprises are an integral part of the business
environment in every country [5], [6], [10], [11] and others. Within the
structure of all companies, small and medium-sized enterprises are the
majority. In Europe, more than 20 million of small and medium-sized
enterprises are active, which is more than 99% of all companies in the
European Union, as it is explained in the table 1 in more detail.
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Table 1- Number of companies, the employed people and gross added value
in the companies EU-27 (according to their size classification)

Size categories of enterprises
. . SMEs

Micro Small |Medium (total) Large Total
Enterprises
NumbeI.' i 19 143 521|1 357 533 | 226 573 [20 727 627 43 654 |20 771 281
enterprises
in % 92,2 6,5 1,1 99,8 0,2 100,0
Employment
PRIl o B8 395 819[26 771 287122 310 20587 477 31| 2318|129 796 165
employees 854
In % 29,6 20,6 17,2 67,4 32,6 100,0
Gross value added
in mln. EUR 1307361 |1143936|1 1362443 5875402591 732| 6179 271
in % 21,2 18,5 18,4 57,1 41,9 100,0

Source: European portal for the young entrepreneurs. http://ec.europa.eu/small-
business/index_sk.htm

The changes in the business environment are, with certain time distance,
reflected in the quantitative characteristics of the sector of small and medium-
sized enterprises in Slovakia, which provides in the company economics the
work opportunities for 72 % of active work force, and it participates with more
than 55 % on the creation of added values, as it is stated in the document
entitled Report on the state of small and medium business enterprise in Slovak
Republic in 2011 [8]. The most represented bodies from the point of view of the
legal form of business enterprise in the category of micro-companies are the
free-lancers, and in the category of small and medium-sized enterprises it is
the limited liabilities companies, as it is explained in the table 2 in more detail.

Table 2- Economic subjects according to the selected legal forms and size
categories according to the number of employees (as of 31st December 2012)
in the Slovak Republic

Size categories (Number of employees)
0-9 [10-49 50-249|250-499|500-999 o
and over

Legal form Number of enterprises
Company limited by shares 3346 | 915 | 585 124 76 52
Limited liabilities companies [115773|9414|1718 164 82 42
Other business companies 903 57 16 1 0 3
Cooperatives 809 463 170 11 12 1
Public (state) enterprises 2 3 11 1 0 3
Contributory organizations 141 295 | 224 10 3 0
Budget organizations 1622 |3760|1113 63 16 13
Free-lancers 217266|1899 | 77 1 0 0
Liberal professions 16 070 | 56 2 0 0 0
Self-employed farmers 4 805 15 1 0 0 0
Others 4484 [1035| 165 33 21 29
Total 365 221(17 912| 4 082 408 210 143
Source: Statistical Office of the Slovak Republic
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Based on the above it is evident that most of representation is for companies
with a small number of employees. Also, in all these categories according to
legal form it is possible to observed the same tendencies. We analyzed whether
there exists a causal relationship between the legal form and size categories of
enterprises. Applying procedures of chi-square test to determined categories,
we can conclude that there is a relationship between the legal form and size
category of enterprises (calculated value of criterion of chi-square test=104571,
tabular value of chi-square on the level of significance 0,05 and 50 degree of
freedom=67,5). Measurement of association between the determined
characteristics by Pearson's correlation coefficient r=0.46, is indicated, in this
case, as a medium-sized tightness of relationship.

Similarly to the previous overview there is also great number of enterprises
with low, or lower number of employees. Summary report, however without
further analysis, does not identify whether there exists causal relationship
between the form of institutional units (according ESNU95) and the size
category of enterprises. Re-applying procedures of chi-square test (calculated
value of chi-square =101979, tabular value of chi-square on the level of
significance 0,05 and with 40 degree of freedom =55,76), we can conclude that
there is a relationship between the form of institutional units and size category
of enterprises. Also in this case, there is a medium strong degree of
relationship between characteristics (Pearson's correlation coefficient
measuring associations r =0,44).

Table 3- Institutional units according to the ESNU95 and size categories based
on the number of employees as of 31st December 2012 (in the Slovak Republic)

Number of employees
Institutional units TotalD 1000
according to the ESNU95 0-9 |10-49|50-249 (250-499|500-999 | and
over
Total 610 381|401 221 (17 912| 4 082 408 210 143
Noms sl probe 645 284 | 165 | 102 28 19 31
corporations
Ne e el pEveie 135 555107 0858 922 | 1607 | 148 69 20
corporations
Foreign controlled non- | o7 519 | 17678 | 1960| 823 | 131 88 57
financial corporations
F1nanc1a.1 public 10 3 9 3 0 1 1
corporations
|MeEREl DR el 678 594 | 34 | 10 1 1 0
corporations
O Gl 248 | 131 | 60 | 27 8 4 7
financial corporations
Public administration 7648 1969 (4079 1346 78 24 25
Non-profit institutions | ;505 | 35335 | 790 | 84 13 4 2
serving households
Households 387 4521238 1411 970 80 1 0 0
Source: Statistical Office of the Slovak Republic
1Dincluding the economic subjects with an unknown number of employees

An institutional unit, based on the definition of Statistical Office of the
Slovak Republic, is basic economic decision-making center characterized by
uniformity of behavior and decision-making autonomy in performance of its
main function. The unit is considered to institutional in the case of there is a
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decision-making autonomy in performance of its main function and in the case
of realization of accounting. Institutional units are merged into groups, called
sectors, some of which are further divided into sub-sectors. Each of the sectors
or sub-sectors merge institutional units with similar type of economic behavior.

In the economy of the Slovak republic, based on the data of Statistical Office
of the Slovak Republic, there are most numerous households. Then there are
the others institutional units - non-financial private corporations — the
institutional units, which are market producers with main activity -production
of goods and non-financial services (the most represented in the size category of
0-9 employees). It can be concluded that the most part of the institutional units
1s, in terms of size category, in the category of 0-9 employees. It follows, that
greatest number of economic units in economy of the Slovak republic is
currently in the category of micro enterprises, which constitute more than 65%
of the total number of economic units (it is necessary to specify that a
significant part of nearly 60 % of this data consists of households). The least
institutional units in the category of large (total 143) which confirms that even
in the Slovak economy there are small and medium-sized enterprises
considered as engines of development.
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Ponv manux ma cepedrix nionpuemcme 8 €8poneticbkomy npocmopl € 3HAUHOK, MOMY WO B0HU
nPay0Ioms 08UYHAMU eKOHOMIYHO20 PO38UMKY. Ase 2n006anizayis nopywusa mpadulyiiihy poJb
ma KOHKYPEeHMOCNPOMONCHICMb MAAUX 1 cepednix nionpuemcme [9]. Mani ma cepedri
nionpuemcmea 8 Cnosaupkiii pecnybniyi 6i0iepaimbs 6adCaUBY POJb He MIAbKU 8 0y0y8aHHI
3aliHamocmi, a Maxkoxc y 8UPOOHULMEL SHYMPIULHLO20 NPOOYKMA, AK MU 6KA3Y8ALU 8 ULl
cmammi. Pozsumok mano2o ma cepedHvo20 nionpuemMHULmMea Ha 0CHOBL AKOCMI JIIOCbKUX Pecypcls,
akocmi 6i3Hec —cepedosulULd, eKOHOMIMHUX NOKA3HUKIE 1 M.i., 3QUIEHCUMb MaKoxc 810 CMYNeHs
iHBeCMUUITIHOT Mma THHOBAUILIHOL dianibHocmi 6 uili obnacmi. OYHKUIOHYBAHHA MAJIUX | CePeOHIX
nionpuemcme HeobOXiOHe 08 NIOMPUMKL 6Ciel HAUIOHAILHOL eKOHOMIKU, aJie 0COONUB0 Ha
peeionanvromy pieni [2] .

Knrmouosi croea: manuii ma cepedriii 0iaHec, eKOHOMIKA, OUIHKA.
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