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Abstract. Since 2002, the Slovak government have been using the system of investment aid for enterprises.
However, the economy of the Slovak Republic characterized by differences among regions. Therefore, in March 2018,
the Slovak government modified the system of investment aid to mitigate the differences among the regions. The main
aim of the paper is to examine whether investment aid in Slovakia has served its purpose and was channelled fo
disadvantaged Slovak areas. The objects of the research are particular investment projects supported by the state
Investment aid in the observed period. The subjects of study are the selected forms of investment aid provided in the
Slovak republic. The paper analyses the amount and structure of the provided investment aid in the Slovak Republic
auring the period 2002-2018. The secondary data on business entities, which received investment aid was obtained
from the Ministry of Economy of the Slovak Republic. An addiifional source of information is data from the Statistical
Office of the Slovak Republic about the rate of unemployment and GDP per capita in the Slovak regions. Descriptive
statistics and comparison analyse the obtained adata fo evaluate the fotal provided investment aid. The authors work
with three research questions. The first concerned the uniformity of investment aid provision during the years 2002-
2018. The second focused on verifying the proportionality of the covered costs to the newly created jobs. Finally, the
authors test the primary missfon of investment aid, reducing regional disparities (based on the allocation of investment
aid to regions of the Slovak Republic). There were identified evident differences in the fotal amount of provicded
Investment aid in particular years. The analysis confirms that the costs for one newly created job in particular Slovak
regions were quite different. There were regions where the subsidies for one new job were three times higher than in
others. During the analysed period, the majority (56%) of investments were realised in regions with a lower rate of
unemployment compared lo the average price in Slovakia. The aid in these regions was achieved, with 75 % of the
lotal amount of investment aid. The results of the analysis confirm that investment aid in Slovakia is still not focused
on the support of less developed regions.

Keywords: investment aid, Slovak Republic, state support, regions, unemployment rate.

Introduction. As many economic topics, the issue of providing of investment aid is widely discussed
due to contradictory opinions among politics as well as professionals. Investment aid supporters advocate
it as a competitive advantage for the country and consider it as an effective way to attract and support
significant foreign and domestic investments. On the other hand, opponents criticize its use, mainly
because of the distortion of natural competition by favouring selected (supported) enterprises at the
expense of other entrepreneurs and the public. Leaning towards the side of supporters or opponents is not
easy. Several authors highlight the various indicators that are supposed to shift the scale to one or the
other side. (Collie, 2005; Friederiszick et al., 2008; Holscher et al., 2017) When processing this article, the
effectiveness was selected as the main criterion measured through selected economic and social
indicators. The paper examines the use of investment aid in Slovakia for the period 2002-2018 to assess
how effective it was spent. The continuity of regional disparities in Slovakia, where the Bratislava region is
developing more rapidly than the remaining areas of Slovakia, also underlines the importance of the topic.
The local investment aid is one of the leading government's tools to primarily mitigate and, at best, prevent
the widening differences in the socio-economic development of the country's regions.

Literature Review. State aid shall be understood in a broad sense. Mynarzova (2014) presents it as
any directly or indirectly granted aid, which is financed by state resources and provided by the state or
through a body acting based on delegated competence. This definition can be extended by the view of the

Cite as: Hvolkova, L., Klement, L. (2019). Management of Innovation Development in the Slovak Republic: Critical
Evaluation of the Investment Aid System. Marketing and Management of Innovations, 1, 26-39.
http://doi.org/10.21272/mmi.2020.1-02

26



L. Hvolkova, L. Klement. Management of Innovation Development in the Slovak Republic: Critical Evaluation of the
Investment Aid System

recipient of the aid. Tetrevova et al. (2011) pointed out that the concept of state aid is «any economic
advantage granted to one or more undertakings which would not normally have been acquired by those
undertakings in the course of their business». Generally, the theory divides the state aid into direct and
indirect form. The direct aid means granting the beneficiary in cash. Such means could be subsidies and
grants, contributions, full or partial payment of interest on the loan, repayable financial assistance provided
under more favourable conditions than market conditions or increase of the capital in a way that is not in
line with market conditions etc. An indirect form of assistance usually means an advantage in kind. Indirect
aid is mainly state or bank guarantees provided on more favourable terms than market ones, tax relief,
penalties, fines or other sanctions. It can have a form of the sale of immovable property of a state at a
below the market price, and advisory services provided free of charge or as a partial reimbursement,
deferment of tax payment or permission to pay tax in instalments under more favourable conditions such
as market ones.

In Slovakia, the aid providers are specially stated administration bodies — the Ministry of Economy of
the Slovak Republic, Ministry of Environment of the Slovak Republic and financial administration bodies -
tax authorities, customs offices, and science and research support agency. Assistance is provided from
public funds or national, regional or local sources (Novacikova, 2016). The recipient of the aid shall be the
beneficiary of a legal act entitling him to receive assistance if he simultaneously carries out an economic
activity irrespective of the legal form and method of financing. Economic activity is understood as any
activity consisting in offering goods or services on the market (Act No. 358/2015 Coll., § 5, par. 2). The
third, usually an independent stakeholder, is the State Aid Coordinator who oversees this assistance. lts
role is to eliminate cases of providing unauthorized state aid (Tetrevova et al., 2011). With effect from
January 2016, the State Aid Coordinator in Slovakia is the Antimonopoly Office of the Slovak Republic
(Act No. 358/2015 Coll., § 2, par. 1).

The Treaty on the Functioning of the European Union provides in § 107, par. 1: «an aid granted in any
form by a Member State or through state resources which distorts or threatens to distort competition by
favouring certain entities or the production of certain goods is incompatible with the internal market insofar
as it affects trade between Member States (Treaty on the functioning of the European Union)». As
Tetrevova et al. (2011) states, this situation is usually fulfilled because there is only a small percentage of
support for activities that cannot have cross-border influence. As an example, she refers to aid directed at
small businesses in a region, where the impact on international trade is minimal, and the degree of
localization of that entrepreneur is high.

Although public aid may distort competition, there is no absolute ban on it. Commission Regulation no.
651/2014 on the declaration of specific categories of support compatible with the internal market allows
the state aid exemptions for selected areas. Specifically, it is an aid for environmental protection,
assistance in research, development and innovation, support for education, help for disadvantaged
workers and workers with disabilities, compensation for damage caused by specified natural disasters and
regional aid. The state aid could also be provided for broadband infrastructure, culture and heritage
conservation, sports and multifunctional recreational activities, assistance to SMEs, local airports and
ports. According to a more in-depth breakdown of the individual exemptions in the regulation, it is precisely
regional aid, which covers the area of investment aid, which is the subject of our further investigation.

Regional investment aid is a form of state aid granted to businesses to support initial investment and
job creation. It aims to help the development of the most disadvantaged regions and reduce existing
differences between them (Balejova, 2016). Just as the state aid has its direct and indirect form, investment
aid also takes on different types. According to § 2 of the Investment Aid Act, assistance can be provided
to support initial investment and job creation in the following models (Act No. 561/2007 Coll.):

a) subsidies on acquired tangible and intangible long-term assets;

b) income tax concessions;
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c) contribution to the nature of a new job;

d) transfer ofimmovable property or the letting of immovable property at a price below its value or the
value of the lease determined by the expert.

Although investment aid is used to support initial investment and job creation, it does not cover all
areas of business. Slovak legislation allocates precise categories of projects that are eligible for aid.
Assistance is currently intended for (Ministry of economy SR, 2017):

a) industrial production;

b) technology centres;

c) enterprise service centres.

The government decisions about providing the investment incentive are affected by the specific criteria.
These criteria are most often the size of the investment, the nature and significance of the investment, the
investment's correspondence to the country's development programme, the number of newly created jobs,
the use of domestic resources and domestic suppliers or the export performance of the investment. A
fundamental criterion to be assessed is the choice of the location where the investment will take
place (Vidova, 2014).

The intensity of investment aid depends on the degree of development of the Slovak regions and
represents the percentage share by which the state will participate in covering the eligible costs of the
investor (Fila and Kristofik, 2017). Maximum aid intensities are set out in the Government Regulation,
which aligns their values with the EU-approved Regional State Aid Guidelines 2014-2020. The basis for
dividing of the EU territory and the individual states was NUTS unit. For this purpose, Slovakia was divided
into following NUTS I regions - the Bratislava Region, Western Slovakia, Central Slovakia and Eastern
Slovakia. In these zones, the maximum aid is determined by the region's GDP per capita compared to the
EU average. According to Balejova (2017), this method ensures that in less developed areas, higher
investment aid intensities can be granted. The maximum power of investment aid is determined according
to the size of the planned investment. For investment projects, up to €50 million is the maximum amount
of investment aid intensity set in Figure 1.

Presov
region

Zilina
region
KoSice

region

Trencin
region

Banska Bystrica
region

Figure 1. The maximum intensity of investment aid in Slovakia in NUTS Il regions
Source: SARIO, 2019.
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The Bratislava region has been excluded from the investment aid due to the high level of development.
The share of investment aid provided in western Slovakia could be maximum at 25% of all eligible costs,
in central and eastern Slovakia it could be up to 35%.

The investment projects up to € 50 million with the beneficiary were the medium-sized enterprises. The
maximum intensity of the investment aid may be increased by 10% and for small enterprise even by 20 %.

Special conditions intend the maximum intensity for the projects with more than € 50 million. The
specific requirements are represented by the maximum power of investment aid and a notification
obligation when the support exceeds a particular value. The maximum intensity for the investment project
between € 50 million and € 100 million is set as the 50% of the investment aid intensity for a specific region
and from the value over € 100 million as the 34% of the maximum aid intensity for a particular area. The
notification obligation means that Slovakia needs to request the European Commission to assess the
compatibility of the proposed aid with the conditions at the stock market (Vidova, 2014).

An investor may only apply for coverage of the expenses by the investment aid if it has one of the
following forms (Regional investment aid act § 6):

a) investment costs of acquired tangible fixed assets in the type of property, plant, machinery,
equipment, investment costs for acquired intangible assets in the form of industrial rights, know-how and
licenses, and investment costs for renting land and building,

b) labour costs calculated as the sum of the monthly salary of employees recruited in connection with
the realization of the investment, including their public health and social insurance payments and
compulsory pension contributions for 24 months.

When acquiring long-term tangible assets, the purchased technologies must be new, got under market
conditions and produced not earlier than two years before the acquisition (Balejova, 2015). Intangible fixed
assets must be procured from other than related parties (Ministry of Economy SR, 2017). The investor has
a maximum of 3 years for the project implementation (5 years for large-scale projects). In the case of job
creation, the investor has a maximum of 6 years to create new job positions (8 years for large-scale
projects). Work on the project can begin at the earliest after applying for the investment aid to the Ministry
of Economy SR.

Since 2018, there has been introduced another factor influencing the maximum investment aid intensity
in the Slovak Republic, the government's priority areas. Those are areas where the government wants to
streamline the aid by supporting sophisticated production technologies and products with high added
value. The priority areas are determining the maximum aid intensity only by the subsidies on acquired
long-term assets. The priority areas do not influence the tax concessions and transfer of immovable assets.
These forms of state aid need to respect only the maximum aid intensity presented in figure 1.

For each of the supported areas defined by the Investment Aid Act, minimum criteria are set, which
must be fulfilled for obtaining the aid at the time of applying as well as subsequently within the
implementation of the investment project (Fila and Kristofik, 2017). In connection with these criteria,
investment projects can be divided into two categories according to the change of the requirements
depending on the region in which the investor intends to carry out the investment project (Balejova, 2015).
In Industrial Production projects, the conditions in particular areas are different. On the contrary, the
requirements for the Technology Centre and Business Service Centre projects remain unchanged.

In the case of Industrial Production projects, there are conditions as the minimum investment size,
share of new technological equipment ineligible costs, creation of new jobs depending on the
unemployment rate in the particular region, applied form of investment aid and priority of the sectoral
project specification. In the case of expansion project (by the existing enterprise), there is an obligation to
increase production volume or production turnover by at least 15%.
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Figure 2. The categorisation of Slovak regions based on the unemployment rate (January 2019)
Source: SARIO, 2019.

Figure 2 presents a division of the Slovak Republic into regions. The white colour highlights areas with
an unemployment rate less than 100% of average unemployment in Slovakia (AU) - zone A. Regions with
an unemployment rate between 100% and 135% AU are green — zone, B. Regions with an unemployment
rate of at least 135% but less than 160% AU, are yellow — zone C. The «Least developed regions» with
an unemployment rate of at least 160% AU have red colour — zone D.

The requirements for industrial production projects are graded depending on the rate of registered
unemployment in the region — see Figure 3.

Min. investment | Min. investment Min. investment Min. investment
amount/ no. of
amount amount . amount
newly created jobs
Minimum share of g% . Contribution for Rent/sale of real
Zone | hew technologies Cash grant Income tax relief newly created jobs ] estate at a'
on the investment discounted price
A 60% only priority areas 6 mil. € n/a 6 mil. €
B 50% 30 mil. € 3mil. € 3 mil. €/200 3mil. €
(o 40% 20 mil. € 1.5mil. € 1.5 mil. €/100 1.5mil. €
D 30% 1mil € 0.2 mil. € 0.2 mil. €/20 0.2 mil. €

Source: SARIO, 2019.

Figure 3. Minimum requirements for particular aid forms in Industrial Production

At the same time, considering the form of aid, the company draws and, in the case of subsidies, it
depends on whether the recipient will operate in the priority area. The criteria to be assessed are the
minimum value of the investment, the minimum share of new production facilities and the number of
created jobs.
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If the investment aid recipient is a small and medium-sized enterprise (SME), the minimum investment
amount, and the number of newly created jobs is reduced to at least one half.

Technology centres are institutions where the development or innovation of high-tech products,
technologies or production processes is carried out, and they should be used in production or to increase
added value. The production process is not considered to be the activity of the Technology Centre
(Regional investment aid act, § 5).

Minimum investment amount
Project Min. Min. fold of Contribution for Rent/sale of
number of average Income tax real estate at a
sectoral . Cash grant . newly created .
e . newly salary in the relief . discounted
specification . - jobs N
created jobs district price

P:r‘::y 10 2.0 200000€ | 100000 € 100 000 € 100 000 €

Other areas 20 1.7 400 000 € 200 000 € 200 000 € 200 000 €

Figure 4. Minimum conditions for Technology Centres projects in Slovakia
Source: SARIO, 2019.

In the case of Technology Centre projects, there are conditions as the minimum investment size,
creation of new jobs and minimum fold of average salary in the region depending on the applied form of
investment aid and the priority of the sectoral project specification.

The Business Services Centre is an institution where centralized support services are provided in the
areas of corporate governance, information technology, accounting, finance, legal services, control,
procurement, marketing and human resources, in addition to labour renting services (Regional investment
aid act, § 5).

Minimum investment amount
Project Min. number Min. fold of Contribution for Rent/sale of
average Income tax real estate at a
sectoral of newly . Cash grant . newly created .
e . . salary in the relief . discounted
specification | created jobs o jobs N
district price
Priority 20 1.8 200 000 € 0€ 0€ 0€
areas
Other areas 50 1.5 n/a 0€ 0€ 0€

Figure 5. Minimum conditions for business service centres projects in Slovakia
Source: SARIO, 2019.

In the case of Business Service Centres projects, there are conditions for the receiving of Investment
aid as the minimum investment size, creation of new jobs and minimum fold of average salary in the region
depending on the applied form of investment aid and the priority of the sectoral project specification.

Depending on the level of conditions set, it is still true that the difficulty of all requirements decreases
with the transition to a zone of regions with higher unemployment. However, the new Regional investment
aid act has brought a change in the abandonment of job creation, which is no longer a prerequisite. Job
places must be created if the company asks for the contribution to new jobs. Similarly, the requirement of
a minimum value of the investment coverage by equity was waived. Unlike the previous amendment,
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according to which the elements were graded only by region unemployment, the Government regulation
defines special conditions for each form of investment aid.

Methodology and research methods. Regional investment aid (further also investment aid) is
considered and presented as a tool supporting investments and job creation, which is intended to help to
notably less developed regions in Slovakia and thus reduce existing regional disparities. Following this
logic, the paper focuses on examining whether investment aid in Slovakia has served its purpose and was
channelled mainly to less developed regions.

In order to fulfil the aim of the paper, the authors have set out next research questions:

1. Was the regional investment aid allocated to the projects proportionally during the analysed period
2002-2018 according to the amount of investment aid?

2. Are there differences in investment aid costs for one newly created job in Slovak regions?

3. Has the investment aid been targeted to the less developed areas?

The data on business entities, which have been granted by the investment aid, was obtained from the
Ministry of Economy of the Slovak Republic. The period 2002-2018 is analysed, in case of 2018
considering only first two months — January and February. Another source of information were data from
the Statistical Office of the Slovak Republic using information about the level of development of particular
Slovak regions. Two indicators have been selected for the analysis — the rate of unemployment and GDP
per capita. Both indexes were calculated in the form of average from period 2002-2017, in further
investigation, the average rate of unemployment in particular Slovak districts in individual years of the
analysed period was used. Descriptive statistics and comparison explained the obtained data to evaluate
the total provided investment aid. The contribution of the article lies in the evaluation of the effectiveness
of the investment aid and the fulfilment of the aim of the investment aid presented in Slovak legislation —
to support less developed Slovak regions to reduce regional disparities.

Results. Investment aid to support the development of the most disadvantaged regions is provided
from 2002. During this period, the legislation covering this topic has changed a few times. Moreover, also
the level of the economy and standard of living in particular Slovak regions have turned. The total amount
of investment aid in this period has reached to almost € 1.75 billion to support 197 investment projects. As
the number of total costs of sponsored projects was more than € 8.4 hillion in the period 2002-2018, the
investment aid covered approximately 20% of these costs. Investment aid was granted to 162 subjects
from 28 different countries, including Slovakia. The recipients have promised to create more than 58
thousand jobs in Slovakia.

The number of recipients (162) is different compared to the number of projects (197) as 32 enterprises
have obtained repeated aid. The most frequent field of the economy that has been supported was the
automotive industry with 81 recommended investments. Investment aid can be obtained by each enterprise
that fulfils the conditions according to the Slovak legislation with the primary intention to realize the project
in the Slovak Republic. Therefore, nationality is not a criterion that can decide whether the project will be
supported or not and state aid is designed for domestic and foreign companies. According to our analysis,
85% of the total number of sponsored projects were international companies that have planned to create
more than 53 thousand of new jobs. From the funding point of view, the difference between Slovak and
foreign recipients is more significant, as only 7% of the total financial resources were granted to the Slovak
companies. This state also means the fact that investment aid in the Slovak Republic represents a powerful
support mechanism for the establishment of foreign investors in Slovakia. The infusion of the foreign direct
investments is very often connected with the development of regions as it can represent essential impulse
for its economic growth.

The level of the provided investment aid was, in particular years, quite different. The evaluated period
is analysed in the next table through the number of supported projects, the number of planned newly
created jobs and the total amount of provided investment aid in particular years.
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Table 1. Investment aid during period 2002-2018

Year | Number of projects Number of planned jobs Amount of investment aid (€)
2002 1 582 12 746 465
2003 1 3500 166 018 388
2004 18 8 880 313402 342
2005 - - -

2006 48 15385 358 314 808
2007 16 6113 190 038 092
2008 5 2199 42 667 673
2009 8 2976 75270 583
2010 11 1350 39 067 024
2011 10 2120 64 930 195
2012 10 2412 121191 498
2013 11 2459 60 853 168
2014 13 1630 99 887 481
2015 16 2485 49 648 372
2016 8 2487 59 162 000
2017 15 3 056 83 945 520
2018 6 1172 10 812 282
Total 197 58 806 1747 955 891

Source: own processing from the database of the Ministry of Economy SR.

The level of investment aid was changing during the evaluated period; some changes were more
radical; others were smaller. The period 2004-2006 was very variable, as in 2005 none project was
supported through this type of state support. On the other hand, in 2006, the highest number of projects
was endorsed with the highest amount of money in the analysed period, and 2004 was the second most
successful year considering the number of projects and amount of the aid. Supported projects in 2004 and
2006 took together 34% of the total number of supported projects, while the amount of the provided aid
took 38% of the total amount of granted money. Investment aid is supporting projects and ideas of
enterprises through various forms, and the combination of two or more types of investment aid is possible.
There are four primary forms of investment aid provided for the investors until 2006 there was also the
possibility to obtain the grant for the employee's requalification (cancelled in 2006). Utilization of particular
forms of investment aid in Slovakia was analysed according to the share of the total amount of the
supported projects and the amount of the money (Table 2).

Table 2. Utilization of particular forms of investment aid

Forms of investment aid Number of . Amount (?f
supported projects | investment aid (€)

Income tax concession 169 845 325 144

Subsidy on acquired tangible and intangible long- 85 683 066 321

term assets

Contribution to the creation of new jobs 66 120 356 634

Grant for requalification 32 52512 165

Transfer of immovable property at a price below its 2 46 695 630

value

Source: own processing from the database of the Ministry of Economy SR.
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The most common form of investment aid was income tax concession. It was granted 169 times, which
means that almost 86% of the projects were supported in the total sum of more than € 845 million.
Subsidies on acquired tangible and intangible long-term assets were granted 85 times (45% of projects)
in the amount of more than € 683 million. Contribution to the creation of new jobs was awarded to 66
projects and covered almost 34% of all investments. The grant for requalification has supported 32 projects
(more than 16%), which is a considerable number as it was provided for only five years. Considering
income tax concessions as the most common form of investment aid it is necessary to emphasize that
enterprises obtain this form of state support not only in one year in the way of a grant but usually during
several years as the real utilization of this aid occurs only by a tax duty of the enterprise. As the duration
of providing this form is generally different in particular enterprises, it was ascribed in the year when it was
promised to the recipients.

As investment aid is derived from the national budget, so it is essential to analyse how and where it
was allocated and if it has supported the development of the less developed parts of Slovakia. First and
straightforward indicator can be the division of the granted investment aid to the Slovak regions. According
to the data about the level of development, the west part of Slovakia is considered the most developed
part of our country. Regarding the division of investment aid in the regions of Slovakia, there are
considerable differences. More than half (51.20%) of the financial resources were allocated for the west of
Slovakia in the value of more than € 894 million. Eastern Slovak regions are less developed compared
with the rest of Slovakia. However, less than 20% of all financial resources (approximately € 344 million)
were allocated here and almost 30% to the middle part of Slovakia. From this point of view, the goal of
investment aid to support less developed regions was not fulfilled.

More detailed analysis, considering the level of development with the utilization of indicators of the
average rate of unemployment and GDP per capita (both signs valid for period 2002-2017), was performed
in the next step.

Table 3. Comparison of the development of Slovak regions with the amount of investment aid

Region The average rate of | Average GDP per | Amount of investment
unemployment (%) capita (€) aid (€)
Bratislava region 4.19 28 551 62 779 914
Trnava region 147 13197 375 784 981
Trencin region 8.01 10 572 204 132 951
Nitra region 11.60 10 295 252 195 557
Zilina region 9.85 10 140 362 933 261
Banska Bystrica region 17.46 8 867 145 756 682
Presov region 16.62 7016 81743 658
Kosice region 16.70 9717 262 628 887

Source: own processing from the database of the Ministry of Economy SR and the Statistical Office of
the Slovak Republic.

According to the rate of unemployment and GDP per capita, it can be confirmed that the least
developed regions were Banska Bystrica, Presov and Kosice. The analysis of the amount of investment
aid provided to the Slovak regions has identified that Trnava region with the second-lowest average rate
of unemployment (7.47%) and second-highest average GDP per capita (€ 13 197) has obtained the highest
amount of investment aid (21.5% from the total amount). Moreover, almost other 21% of the amount of
investment aid was allocated for Zilina region, which cannot be considered to be a less developed region
of Slovakia. According to the analysis, the connection between the higher amount of investment aid and
the less developed area was confirmed only in the Kosice region. Therefore, the share of 15% of the total
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amount of investment aid can be valid as a responsible expense used for support of the less developed
region. From this point of view, the aim of investment aid to support the least developed areas was not
fulfilled.

In the next step, the authors have analysed how costly were the newly created jobs in Slovak regions
according to the amount of provided investment aid and the number of planned freshly created posts
(Table 4). The total amount of investment aid considering all various forms of investment aid was used
because the commitment to create new jobs is not connected only with obtaining of the contribution to the
creation of new posts but all forms of investment aid.

Table 4. Costs for one newly created job in Slovak regions

Region Amount of Planned newly | Prices for 1 freshly | Ranking according to
nvestment aid (€) | created jobs | created position (€) | the new job costs
Bratislava region 62779 914 3399 18 470 7.
Trnava region 375784 981 7628 49 264 2.
Trencin region 204 132 951 11 396 17913 8.
Nitra region 252 195 557 8930 28 241 4.
Zilina region 362 933 261 6 867 52 852 1.
Banska Bystrica region 145 756 682 6 989 20 855 6.
Presov region 81743 658 2682 30479 3.
Kosice region 262 628 887 10 915 24 061 5.
Total 1747 955 891 58 806 29724 -

Source: own processing from the database of the Ministry of Economy SR.

As it was already mentioned, the investors have promised to create more than 58 thousand of new
jobs during the period 2002-2018. According to the analysis, there were differences between regions based
on this criterion. Especially high costs seem to be allocated to the Zilina region with the second-highest
share on the investment aid. Still, considering the number of newly created jobs, this region was only in
6th place. Therefore, in this region, there have been invested the highest financial resources for one freshly
created position in the average amount of more than € 52 thousand. The second highest costs were
identified in the Trnava region (almost € 50 thousand on average) due to the most upper support in
investment aid and relatively low number of newly created jobs (4th place). Presov region was identified
as the region with the third-highest costs for the newly created position; on the other hand, according to
our analysis, it is a less developed region. Therefore, these costs can be acceptable. The lowest average
values for one newly created job were calculated for Bratislava and Trencin region. Areas that have
obtained the highest amount of investment aid were also identified as those with the highest costs for one
newly created job. On the other hand, regions with the lowest prices for the newly created position were
those with a smaller share of investment aid.

The effectiveness of investment aid can also be investigated through the relationship between the
number of financial resources in Slovak regions. For this purpose, the authors have used the classification
of Slovak districts into two groups — those with a lower and higher rate of unemployment than the average
rate of unemployment in a particular year. The effectiveness was compared through the amount of
investment aid and the number of newly created jobs. During the analysed period (2002-2018), the
investment aid was approved for 51 different districts (65% from the total number of areas in Slovakia) in
the amount of more than € 1.7 billion. The reallocation of investment aid in particular districts during the
analysed period presents the next figure.
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Figure
6. Investment aid in Slovak districts in 2002-2018
Source: own processing from the database of the Ministry of Economy and the Statistical Office of the
Slovak Republic.

According to the results, the trend of prioritization of developed districts is noticeable. In almost three-
quarters of the analysed period (13 years), the investment aid was provided for investors with localization
in areas with a lower rate of unemployment than was the average in Slovakia. In 2004, there was evidence
of the second-highest amount of investment aid aimed mostly at highly developed districts; less developed
areas have obtained less than 3%. Only in three years — 2010, 2011 and 2015, there was a higher amount
of investment aid oriented at districts with a higher unemployment rate than the average in Slovakia.
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Figure 7. Planned creation of new jobs in Slovak districts in 2002-2018
Source: own processing from the database of the Ministry of Economy and the Statistical Office of the
Slovak Republic.
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Strong potential for the change on the allocation of investment aid brings the comparison of the support
in the field of creation of new jobs. However, considering the findings, this fact was not supported. The
support of developed districts in the area of the nature of new posts was higher, compared to the aid of
less developed regions, during 11 years from the period 2002-2018, that were almost two-thirds from this
period. During 2002 and 2003, the state has supported the creation of new jobs only in developed districts,
the highest absolute differences in amount and number of sponsored projects were in 2004 and 2006. On
the other hand, the superiority of the creation of new jobs in less developed districts was identified in five
years. Still, approximately, the differences were not so noticeable. In 2011 the number of posts in less
developed areas were 120% higher than in developed districts, 2010 was the second most successful
year, but the number of jobs was higher only in 80%.

Conclusions. Regional investment aid represents a secure tool of support for enterprises and their
domestic and foreign initial investments. According to the Slovak legislation aimed at this area — the
necessary regulation is covered by the Act No. 57/2018 Coll. on regional investment aid — the main aim of
investment aid is to support the most disadvantaged regions and reduce existing disparities between them.
These problems can be solved with the help of the creation of new jobs, building infrastructure and
networking with enterprises on the local level. The Slovak government has defined specific conditions for
enterprises to obtain investment aid considering the forms of investment aid, categories of projects that
are eligible for funding, the intensity of investment aid and other requirements.

The main aim of this paper was to examine if the investment aid in Slovakia has served its purpose
and was channelled mainly to disadvantaged regions in the period 2002-2018. Following the aim of the
paper, three research questions were formulated. The first research question was dedicated to the
proportion of provided investment aid in time and amount. In years 2004 and 2006, there was the relatively
high share of supported projects (33.5% from all) that took a considerably large portion from the total
amount of allocated financial resources (3%) with the plan to create 24 265 new jobs (41.26%). It took the
next seven years (2007-2013) to support 36% of all projects with the creation of 33.37% from all new jobs.
During the next five years (2014-2018), there were supported 29.44% of all projects that have promised
to create 10 830 new jobs from total 58 806 new posts (18.41%) in value of € 303 455 655 from the total
amount of € 1 747 955 891 (17.36 %). According to the results of the analysis based on secondary data
from the Ministry of Economy SR and the Statistical Office of the Slovak Republic, there were evident
differences in particular years according to the total amount of investment aid.

As the regional investment aid is provided from public funds, evaluation of aid effectiveness through
the calculation of costs for one newly created job seems to be an appropriate indicator. According to this
fact, the prices for one freshly created position in particular Slovak regions were quite different, the average
varied from € 17 913 (Trencin region) to € 52 852 (Zilina region). As the second research question was
answered positively, it can be concluded that this aspect should be taken into consideration more in future
decisions. Connected with the third research question, Table 5 presents the effectiveness of provided
investment aid with the help of the summary value of selected indicators.

Table 5. Share of districts on the summary value of indicators of investment aid

Districts with a lower rate of | Regions with a higher rate
unemployment of unemployment
Number of projects 56% 44%
Amount of investment aid 75% 25%
Number of created jobs 71% 29%

Source: own processing from the database of the Ministry of Economy SR.
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During the analysed period, 110 investments were realised in regions with a lower rate of
unemployment compared to the average price in Slovakia that comprised the share of 56% of the total
number of projects. The aid in these regions was realised with the sum of more than € 1.3 billion, that was
75% of the total amount of investment aid. The analysis confirmed that investment aid in Slovakia is still
not focused on the support of less developed regions.

This study has some limitations; first, the effectiveness of investment aid is a broader term. The
analysis of average costs for one newly created job in Slovak regions provides the necessary information.
Still, essential is also to identify the type of new positions (workers or highly qualified personnel). Secondly,
the form of investment aid also matters. The tax concessions provided to recipients did not need any
government expenses in the period when it was granted. Still, in further years (in case of tax duty of
enterprise), the state budget incomes are reduced.

On the other hand, subsidies on long-term assets or contributions to the creation of new jobs are
connected with immediate government expenses. Moreover, the level of development of Slovak regions
can be analysed with the help of other indicators not only the rate of unemployment and GDP per capita
but also symbols such as the impact of investment aid on revenues, costs, added value etc. Establishment
of a new company/investor in the region can also generate new companies in the position of subcontractors
or partners with additional impact on regional development.

Author Contributions: The outline of the paper was prepared by L. H., L. K. and L. H.; wrote abstract,
L. K.; developed theoretical background and literature review, L. H.; provided data and prepared
methodology, L. H.; performed the analysis and visualization of results, L. K. and L. H.; wrote discussion,
L. K.; was responsible for references control.
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Hoceia CnoBayuvHW B ynpaBRiHHi iHHOBALiHUM PO3BUTKOM RIANPUEMCTB: OLiHIOBAHHAI CMCTEMM iHBECTULIWHOI
niaTPUMKM

CvcTemy fepKaBHOI IHBECTHLIIIHOI IATOUMKY [HHOBALIIIHOrO PO3BUTKY MianpnemMcTa CrioBalbkoi Pecryomikv 3anpoBafmeHo y
2002 poui. lpn ybomy y 6epesri 2008 poky 3HaYHI PO3PHBH EKOHOMIYHOIO PO3BUTKY Mix CrI0BaLibKuMY perioHamy 06ymoBuwm ii
mogepHisalivo. OCHOBHOK METOK CTATTI € aHari3 pesyrbTariB BIPOBALKEHHS CUCTEMU [EPXABHOI IHBECTALIIHOI MiGTONMKN
IHHOBaLJIIHOrO po3BUTKY nigrpuemcTs y CroBalskiii pecrybiiyi. OO EKTOM [OCINKEHHS 00paHo IHBECTULINIHI MpoeKT, Lo
OTPUMATN BIAMOBIAHY AEDKABHY IHBECTULINIHY maToMMKY y 2002-2018 pokax. [pu Lpomy cyb exTamm JOCTIIIKEHHS 0OPaHO OKpEMI
THCTDYMEHTU  [HBECTULITHOI MIGTOUMKY  IHHOBALIIIHOrO po3BuTKY njanpwemcTa y CroBaubkii pecrybmiyi. [na [OCArHeHHs
10CTaBIEHOI METY, y CTATTI NPOaHAITI30BaHO 06 €M Ta CTOYKTYDY IHBECTULIIHOI IATONMKY IHHOBALITHOIO POSBUTKY MAMPHEMCTB
CrioBaujbkivi pecrybriiyi. Buxighi faKHI A5 JOCIIKEHHS CQOPMOBAHO HA OCHOBI BTOPHHHUX f[aHux MikicTepcTea exoHoMikv
CrioBavbKoi pecrybiiikv, LYo MpeaCcTaBeH y Burnsgi 6am JaHnx cyb exTiB rocriofaproBarHs, SKMM HaLAaHo IHBECTAULIIHY JOMOMOTY.
Lani npo pisexs 6e3pobitrs ta BBI1 Ha [yiy HacenerHs y perionax CroBalbKoi pecrybiiku otpumaro 3f CrarcTuyHoro ogicy
CrioBavbKoi pecrybrikn. AHaI3 MaHEeTbHUX JaHnX 34IMCHEHO 38 [JOMOMOToK METO4IB OfUCOBOI CTATUCTURN Ta ITODIBHSIHHS, YO
[O3BOSINIIO OLYiHNTY OOCSIN HAZAHOI THBECTULITHOI IATONMKY HE IHHOBALIHA DOSBUTOK MIAMPHEMCTB. ABTODaMU POBEAEHO aHAII3
¥ HACTYIHIVE JI0M4HIV MIOCITAOBHOCTI: 1) aHasI3 PIBHOMIPHOCTI Po3naginy iHeectuyivinoi qomomoru rporsrom 2002-2018 pokis; 2)
OLYIHIOBAHHS MPOMOPYIIHOCTI TIOKDUTUX BUTPAT [O HOBOCTBOPEHUX poboYnx Micys, 3) mepesjpka BAMOBIAHOCTI Lfib0BOro
IDUSHAYEHHS] IHBECTULITHOI J0MOMOIY Ta aHAIN3 3MIHV PEIIOHATIbHOI HEDIBHOCTY (Ha OCHOBI PO3II0giny IHBECTULIIIHOI formomMorv 38
periosamy CrioBaLbkoi pecrybiikn). OTpumani pesysibTamv JOCTKEHHS CBIAYaTb D0 HAsBHI 3HaYHI POIPHBH Y 3arallbHiit Cymi
HagaHoi' IHBECTULINIHOI 4OroMor 3a JOCTIAKYBaHmi NEPIos. ABTOpamu BUHAYEHO, IO BATPATH HA CTBOPEHHS POBOYMX MiCLb
3arnexanm Big perioky CriosaLibKoi pecryonikv. BCTaHOoBEHo, Lo y MEBHNX PErioHaX BapTICTb CTBOPEHHS HOBUX pOOOYHX MiClb ¥
TON Pasu BULYA, TTOPIBHIHO 3 IHLIMMU  perioHamy. ABTOpamu 3a3HaqeHo, Lo 75% 3ararnbHoro ob'emy iHBeCTUiiHoi Joromory
HagaHo came PerioHam 3 Hu3bkiM pisHem 6e3pobiTTs, 3a pesysbTaramu [JOCIKEHHS BCTaHOBMEHO, o Criosalbka cucrema
THBECTULYIVIHOI  TATONMKN  [HHOBALIIIHOTO pO3BUTKY TAMPHEMCTB [I0TPEOYE MOJATBIIONO  Y/JOCKOHANIEHHS Ta BIIPOBALKEHHS
[HHOBALIIIHNX ITIAXOAIB 13 METOI CIIDAMYBAHHS IHBECTHLIIV Ha MTATOMMKY MEHLU DOIBUHYTUX PEIIOHIB KDAIHM.

KntovoBi cnoBa: iHBecTuLiliHa fonomora, CnoBaljbka pecnybnika, AepkaBHa nigTpUMKa, perioHu, piseHb 6e3pobiTTs.
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