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1. Introduction

Small and medium-sized enterprises (SMES) repraseti¢veloped countries a considerable
segment of national economy. Within OECD count$Es reach more than 95% of all

businesses, attract 60 — 70% of working force agtdagound one half of the produced added
value. Monitoring of SME environment and adoptidnneeasures for further development

and strengthening of SMEs are therefore one ofktéhe conditions for a sound economic

development of the country.

The abbreviated English version of the regular repa the State of Small and Medium
Enterprises in 2010 was prepared by the Nationana&y for Development of Small and
Medium Enterprises (NADSME) for working use withinternational environment. The
document represents English translation of theWalg chapters of the report:

- 3. The development and state of SMEs in 2010;

- 4. Recommendations for further improvement in thsifmess environment and for the

development of SMEs;
- Appendix: graphs and tables.

The chapter Development and State of SMEs in 20d0iges information and data on

development of SME sector in 2010, including infation on business dynamics, gender
issues, share on employment, share on foreign,tragenal distribution and the perception
of CSR concept within the SME community. Documelsb acontains relevant EU data for

easy assessment and comparison. Some key econathgtadistical indicators are presented
in the form of graphs, maps and tables in the Agpen

Chapter 4 contains recommendations for furthemgtreening of the business environment
and for development of SMEs. Recommendations pealid the report were identified based
on consultation with business associations andhenbiasis of results of surveys realised
within the given year. At the conference “MobiligilSMEs for the Future of Europe”,
organized by EC - DG Enterprise and Industry, thas held in Budapest, Hungary on May
24/25, 2011, NADSME has been given the positioBME Envoy. This position is expected
to act as an active interface with the SME busiremsamunity, considering their specific
interests and needs in terms of EU programmes ahdgs, i.a. being responsible also for
monitoring the implementation of the Small Busin@ss$ (SBA) initiative. In order to allow
for easier monitoring the recommendations are sirad according to individual principles of
SBA.

This abbreviated report is understood as a compleneethe main document - the Slovak
version of the State of Small and Medium Entergrise 2010, which can be found at the
NADSME website http://www.nadsme.sk/sk/content/stav-maleho-stredfgodnikania-za-
rok-201Q The main report contains further detailed infotiora about the SME business
environment, especially with regard to support paagmes and measures implemented and
their results.




3. The development and state of SMEs in 2010

The quality of the business environment is a defjnélement for the development of the
business sector. Changes in the business enviranména delay are also reflected in the
guantitative characteristics of the SME sector,chlprovides in the non-financial economy
provide jobs for 72.2 % of the active labour foered contribute 56.1 % of the creation of
value added.

In order to improve the business environment forESdévelopment, it is necessary to assess
its state and monitor developments. Deeper analysithe state of the SME sector in
chronological context allows identification of thexisting trends, expected future
developments and enables the preparation of mesaguensure optimal development.

This chapter presents the quantitative charadtesist the SME sector in 2010 in the context
of its development over the past few years and ewegpthe available data on the business
sector in Slovakia and the EU.

The categorization of enterprises according sizedus this chapter is in line with the
recommendation of the European Commission No. 3813EC valid from 1 Jan 2005. The
category of SMEs consists of enterprises with feas 250 employees, while the category of
large enterprises consists of Enterprises withadf stf 250 and more. Within the SME
category, there are micro enterprises (0-9 empk)yesmall enterprises (10-49 employees)
and Medium enterprises (50-249). In cases wheradigtinction made for the separate
category of micro Enterprises, small enterprisesdafined to include all firms with a staff of
0—49. In addition to the number of workers, to ¢hgegorization of Enterprises in accordance
with the directive can be applied other criterialsas the turnover, asset value and ownership
structure. In the following sections, we use thenhar of employees as the sole criterion for
inclusion in the category of SME business. Thisegatization allows comparison of the
SMEs in the Slovak Republic with the state of theibess sector in the European Union.

Quantitative characteristics of the sector of sn@altl medium enterprises including the
development of business, sectorial breakdown, ragjidistribution, employment, production
and foreign trade are discussed in detail in sulmsec3.1 - 3.8.

Information on the dynamics of the development edal entities and natural persons -
entrepreneurs, i.e. the number of newly created dosked-down entities, are reported in
section 3.7

An important parts of the business environmentaeseare statistical surveys conducted on a
representative sample of businesses. In 2010, NAPBS$bhducted a survey “Perceptions of

the concept and practice of CSR by SMEs in Slovakihose main results are presented in

subsection 3.9.

Subsection 3.10 summarizes the data describingdsiéon of SMEs in the Slovak economy,
the next subsection 3.11 compares some charamgmdtthe SME sector in Slovakia and the
European Union.

The assessment of the state of the sector of amdlimedium enterprises in this chapter is
based on processing data from the statistical texgésxd published data from the Statistical



Office of the Slovak Republic. In order to assdss status of SMEs in employment and
foreign trade, separate output was processed bysthtstical Office for the purposes of
NADSME. The data source for EU countries is €taapghic data, which is referred to in the
following sections are listed in the Annex.

3.1 Natural persons

The register of organizations of the Statisticdi¢@fof the Slovak Republic included 410,308
natural persons — entrepreneurs. The number ofalgersons - entrepreneurs decreased 0.95
% in the inter-annual comparison. Of the total nembf natural persons — entrepreneurs,
384,202 were small trade licensees, 18,378 wereatipg in free occupations and 7,728 were
independent farmers (Graph Nos. 1 and 2). The gledecline was mainly due to a decrease
in the number of small trade licensees by 3,678 0) and self-employed farmers by 289
(3.6 %). The number of persons doing operatingge bccupations increased by 404 (2.2 %).

In 2010 a year on year decline was recorded irptbportion of small trade licences in trade
(by 0.7 percentage point) in industry (by 0.3 pphe proportion of small trade licensees
increased in services (by 0.8 pp), and in constmciby 0.2 pp). The proportion of small
trade licensees remained unchanged in other se($exgtion SK NACE - agriculture,
forestry, fishing). Relatively stable sectoral sture of small trade licensees is shown in
Graph No. 3. From 2008, the graph used the stalstiassification of economic activities
SK NACE, which replaced OKEthe original Statistical classification of econorakctivities,
and which is fully harmonized with the Europeansi@n of NACE Revision 2.

The most significant sector according to SK NACE arade with 105,301 small trade
licensees, construction with 88,260 small tradensees, industry with 63,049 small trade
licensees and trade services (section SK NACE K)twith 50,595 small trade licensees. In
the sector of transport and information operat@&24 small trade licensees, in other services
(section SK NACE from O to S) 23,820 small tradeefisees, in accommodation and food
services 15,005 small trade licensees and in dgrreu(section SK NACE A) 12,937 (Graph
No. 4).

The most significant a year on year decline wasrdgid in trade (by 3,716), in industry (by

1,611), in accommodation and food services (by .18B¢ most significant a year on year

grow was recorded in trade services (by 1,266)ter services (by 568) and in transport and
information (by 428). A year on year changes of ham of small trade licensees are show in
Graf No. 9.

According to the register of organizations of tHeSR the most small trade licensees were
operating in Bratilava Region (58 282), in PreSagiRn (56,443), in ilina Region (56,079),
in Nitra Region (47,759), in Trefn Region (43,553), in Trnava Region (42,004), angka
Bystrica Region (41,156) and in KoSice Region (28)9 The development of number of
small trade licensees according to regions is shdiap No. 2.



3.2 Gender and Age Composition of Natural Persons - Enepreneurs

*HQGHU FRPSRVLWLRQ R IHIDWAMMASIUGH @HEWR Q V

In the register of organizations maintained by $atistical Office of the Slovak Republic, at
the end of 2010, there were 72.5% men and 27.5%endnom the total number of natural
persons - entrepreneurs recorded. Within differéegal forms reached women -—
entrepreneurs the largest representation amongpeatreurs operating in free occupations
(54.1%). They had a substantially lower represenrtaamong small trade licensees (26.3%)
and independent farmers (24.8%).

7DEOH 1R 7KH JHQGHU FRP SRWR. QHGRDURISQ B Q@M E DY EHOHIDO IRUPY
6PDOO W YUHH 7RWDO )f2 !
*HQGHU OHJD ,QGHSHQGHO MW
OLFHQV RFFXSDW HQWUHSUYHQHXUV
P DBIO H
IHPDOH

Source: Register of organizations of the Statistical Gffaf the Slovak Republic, processed by NADSME

The highest number of women — entrepreneurs isheshin sector (by SK NACE) of other
services (60.2%), trade services (49.3%), tradf@Band accommodation and food services
(39.3%). On the other hand, women have the smakgsesentation in construction (1.8%),
agriculture (9.9%), industry (13.5%), transport amfdrmation (14.6%). Gender composition
of small trade licensees by sector is shown in Q. 22.

Women — entrepreneurs were represented in the nuaiimve the average in Bratislava
Region (32.7%), KoSice Region (30.4%) and Banské&tiya Region (29.1%). In other
regions the share of women — entrepreneurs var@md £1.9% (PreSov) to 25.8% (Nitra
Region).

To assess the economic activity of men and womenatipg in different regions Graph No.
27 shows the indicator of the share of active e@négeurs on the total number of
economically active population by gender and region

$JH VWUXFWXUH RI QB QWU B S USHHQHARUDW

In the register of organizations maintained by 8tatistical Office of the Slovak Republic
was recorded the largest number of natural persensrepreneurs in the category of the age
group from 30 to 39 (28.6%), followed by the catggaf 40 to 49 years-old (27.1%), then the
category of 50 to 59 years-old (22.2%) and theWast the category of less than 30 years-old
(15.2%). In the age group of above 60 were 7 %oativ@ entrepreneurs. Age structure of
natural persons - entrepreneurs listed in the Talflallustrates the age composition of the
active entrepreneurs according to the legal fo@raphic presentation of the age structure is
shown in Graph No. 25.

From the perspective of different legal forms isdent a significant percentage of older age
categories of entrepreneurs among independent farraed those operating in free
occupations (share of 50 and over reached 66.0%dependent farmers and 48.1% for free



occupations). For small trade licensees, the numdmahed 27.5%. Still the share of 30 and
less years-old reached the highest number amondl drade licensees (15.6%), for
independent farmers it reached only 3.4% and &® &ccupations 10.5%.

7DEOH 1R $IH VWUXFW X U HH R MQUBINS 1 H QB SV ER QWIDO IRUPY LQ
6PDOO YUHH 7RWDO )2 !
DJH OHJDO H ,QGHSHQGHQV
OLFHQVH RFFXSDW|HQWUHSWHQHXUV
XQGHU
$ERYH

Source: Register of organizations of the Statistical Gffaf the Slovak Republic, processed by NADSME

Age structure of small trade licensees by gendehéenGraph No. 26 illustrates the greater
concentration of men in younger age groups 39 asd {ears-old and conversely greater
concentration of women in categories 40 and over.

Quite a significant percentage of active naturalspes — entrepreneurs aged 50 and over
(29.2%) will require increased attention because cofming retirement age of these
entrepreneurs. More than one quarter of existinginesses may be therefore ceasing its
activity within next 10 years. From the perspectivielegal forms the most significant
representation in the category of 50 and over isrgmndependent farmers (66.0%) and free
occupations (48.1%).

3.3 Legal Entities

In 2010 in Slovakia, according to data from thetiStigal Office of the Slovak Republic, the
number of legal entities rose 9.9% in the intertesircomparison. Of total number of legal
entities (197,089) recorded in the register of nigation were 143,001 enterprises and 54,088
non-profit institutions.

In comparison to 2009 the total number of entegsrisose by 15,592 (12.2%) and total
number of non-profit institutions by 2,145 (4.1%).

Of total number of legal enterprises micro entesgsi(143,001, including enterprises with an
unknown number of employees) comprised 91.0%. Sougliness comprised 6.7 %, medium-
size enterprises 1.9% and large enterprises 0.48all &ind medium enterprises comprised
99.6% of total number of enterprises — legal editiln the inter-annual comparison the
number of small enterprises (including micro-entisgs) grew by 15,868 to 139,693, the
number of medium-size enterprises decreased byt@(,724 and the number of large
enterprises decreased by 75 to 584.



There were 130,144 micro enterprises with up tarpleyees (including enterprises with
unknown number of employees), 9,549 small entezprigith 10-49 employees. There were
2,724 medium-sized enterprises with 50-249 emplay€ke trend in the number of small and
medium-sized enterprises is illustrated in Graph BldChanges in individual-size categories
in 2001 - 2010 are shown in Graph No 6.

Over the past year, there has been growth in theesbf micro-enterprises (0-9 employees)
by 10.2 percentage point, decline in the sharenwllsenterprises (10-49) by 9.7 pp, decline
in the share of medium-sized enterprises by 0.dngpdecline in share of large enterprises by
0.1 pp. The significant year to year decline in #mare of small enterprises (10-49) was
affected by the change of the size category in nfzaa half small enterprises (registered in
2009) into the category of micro enterprises in@0this year to year decline was caused by
the late incorporation of the data on employmerttictv represented the crisis situation in
2009 into the register of organisation of the SkloR&public Statistical Office within the mass
data update.

The most small and medium enterprises were opergtecording to classification SK
NACE) in trade (44,928), trade services (section d&CE from K to N, 41,787), industry
(14,008), transport and information (11,488) anastauction (11,434). In other services
(section SK NACE from O to S) were operating 8, ed€erprises, in agriculture 5,047 and in
accommodation and food services 5,019. In the-art@ual comparison the number of small
and medium enterprises grew in trade services b906,trade by 3,093, construction by
1,711, transport and information by 1,701, othervises by 1,193, industry by 997,
accommodation and food services by 586 and othetorse (agriculture) by 193. The
breakdown by sectors is shown in Graph No. 7. Yegear changes of numerous of SMEs —
legal enterprises by sector are shown in GraphONo.

The development of number of small and medium enisa&s by regions is shown in Map No.
1.

3.4 The employment share of SMEs

According to the Quarterly Statistical Survey, @12 on average 2,151.9 thousand persons
were working in the national economy of Slovakiacbmparison with 2009 the employment
declined by 1.1% (by 24.7 thousand persons).

In terms of the individual quarters, the developtrefremployment was gradually improving
and in the end of 2010 have been added more th#moiliB8and employed, compared with the
end of 2009.

Of total number persons working in the nationalresoy of Slovakia (2,151.9 thousand)

1,763.1 thousand persons were working in the basirsector according to the Quarterly
Statistical Survey. The employment in the busirsesgor recorded decline on a year to year
comparison by 1.3% (22.8 thousands)

In the category of small and medium enterprisekidiog small trade licensees employment
year to year declined by 0.5% (in 2009 declined5kip6). In the category of small trade
licensees employment declined by 2.8% and in thegoay of medium-size enterprises by
0.7%. In the category of small enterprises emplaynggew by 4 %. In large enterprises,
employment declined by 3.2% (in 2009 declined /5.



The role SMEs play in employment from 2006 is appafrom the Graph No. 11. Small and
medium-sized enterprises, including small tradengees provided work in 2006 to 71.51%
of the employed population, with an increase in@R@172.2% (by 0.7 pp). The year to year
grow of the employment share of SMEs in 2010 was mhainly to higher annual decline of
employed persons in the category of large entapri8.2%) than in the SME category
(0.5%).

From the perspective of different size categories degal forms in 2010, the share of small
trade licensees on employment in the businessrsestiee 36.7%, small enterprises 20.5%
(micro enterprises 9.5%), medium enterprises 15.an% large enterprises 27.8%. In 2010,
the share of small and medium enterprises on emmay in the business economy was
72.2% and on total employment in the national eaonof Slovakia 59.2%.

The share of persons employed in individual regittnsotal employment according to the
Quarterly Statistical Report ranged from 10.3% @a@n Bystrica Region) to 20.3%
(Bratislava region).

The decline in total employment in 2010 is natyradllso reflected to the negative
development in unemployment. According to the Laldéarce Survey in 2010 the number of
unemployed rose by 64.8 thousand persons, whemothenumber of unemployed people
reached 389 thousand persons.

3.5 Contributions by SMEs to Production in Selected Seors

In 2010, according to an estimation of the StattiOffice of the Slovak Republic, gross
domestic product of 65,905.5 million € was geneataée nominal prices and in real terms
increased by 4% from 2009 (in 2009 it declined B/ %). At nominal prices, it grew year to
year by 4.5%. The gross domestic product grow waslyn due to an increase in foreign
demand. The volume of exports of goods and sengoes by 16.4% and imports of goods
and services by 14.9%. Domestic demand dropped48.20f the gross domestic product in
2010, added value created amounted to 60,208.bm#| a year on year increase of 4.5%.

From total gross domestic product generated in nalmprices, industry had the highest
percentage at 23.5%, trade, hotels, restaurantsransportation generated 22.1%, financial
intermediation and real estate 17.5%, public adstraiion, education, health and other
services 16.5%, construction 8.2%, agriculture fgtteries 3.5% and tax levied on products
8.6%.

The increase in GDP was affected by 7.2% rise aggproduction to 150,981.2 million € and
intermediate consumption by 9.1% to 90,772.7 mmlli€. The share of intermediate
consumption in gross production increased yeaets py 1.0 pp and reached 60.0%.

The following subsections present processed inglisalocumenting the status of SMEs in
selected non-financial sectors of the economy.



Industry

Industrial production according to a data the Statl Office of the Slovak Republic on
average increased in 2010 by 18.9% at constanég(ia 2009 it declined by 14.6%). The
growth in industrial production was affected maittlg growth in industrial manufacturing by
20.1%, and in electricity and gas by 15.6% and imimgy and quarrying by 0.4%. Similarly to
industrial production, revenues for sales of goandd services in industry increased year on
year compared with 2009 by 19.2% and reached ttet ¢ 67,484.1 million €.

7DEOH 1RKH GHYHORSPHQW RII W HY HQXH /] B CrREDRNHHIER D R RIDTESE: @H IR
PLOQLRQ i

. ; Index
gj‘gjefc‘:;y of business 2007 2008 2009 2010 | 1o\, | 20102009 at
curr. pr.
Small trade licensees 5818,3 5934,1 3078,8 37878 5,6% 123,0
Micro enter. (0-9) 993,4 999,7 457,6 1222,0 1,8% 267,1
Small enter. (10-49) 4 204,9 4 538,6 3684,2 4123,7 6,1% 111,9
Middle enter. (50-249) 9762,8 12 520,5 10 396,3 12 207,2 18,1% 117,4
Large enter. (250 and more) 48 386,4 48 974,5 39 830,1 46 143,4 68,4% 115,9
SME 20 779,4 23992,9 17 616,8 21 340,7 31,6% 121,1
Total 691658 | 729674 | 574470 | 67484,1 | 100,0% 117,5

Source: The Statistical Office of the Slovak Republic, pgesed by NADSME

From the perspective of size categories, smallraadium enterprises including small trade

licensees generated 31.6 % share of total revanuslustry. Large enterprises generated a
decisive share of 68.4% of total revenues in ingudfedium-sized enterprises had 18.1% of
revenues, small enterprises 7.9% and small tradadees 5.6%.

After a significant year to year decline in revesiire 2009, revenue in 2010 recorded year to
year grow in all size categories of enterprisesvéRae of small and medium enterprises,

including small trade licensees increased on yegear by 21.1% at current prices.

Construction

In 2010, construction output reached the level ,688.6 million € and in comparison with
2009 a decrease of 4.4%. The development of caristnuoutput was affected mainly by
decline of 3.41% in domestic output which was 888,4 million €. The volume of work on
new construction, modernization and reconstrucfedhby 3.5% and work on repairs and
maintenance fell by 2.5%. Construction output airsiaongly fell by 34.8%. The decline in
construction output was associated with a decredlsdour productivity by 2.1% to 30,615.8
€.
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7DEOH 1R7KH G ISYWHEPRMRRHEBVROR/ N DFRRR RIGRW RXW BXVAR & GEDW E\V® RIRLHAW B D@
PLO@LRQ U

: q Index

gjgﬁfc‘;;y of business 2007 2008 2009 2010 | ,o1or % | 20102009 at
curr. pr.
Small trade licensees 1758,0 2111,8 19275 1 869,5 34,0% 97,0
Small enter. (0-49) 1420,1 1607,7 1 396,5 1358,2 24, 7% 97,3
Middle enter. (50-249) 10474 1169,3 1045,6 1014,3 18,5% 97,0
Large enter. (250 and more) 1 060,7 1371,6 1 340,9 1255,1 22,8% 93,6
SME 42255 4 888,8 4 369,6 42420 77,2% 97,1
Total 5 286,2 6 260,4 57105 5497,1 100,0% 96,3

Source: The Statistical Office of the Slovak Republic, ggesed by NADSME

In 2010, of total construction output, small trdidensees generated more than a third (34 %),
small enterprises 24.7 %, large enterprises 22 88m@edium-size enterprises 18.5 %. Small
and medium enterprises including small trade lieessgenerated 77.2% share of total
construction output. Year to year decrease in coosbn output came from decrease
construction work (at current prices) performedrbigdle-size enterprises and small trade
licensees by 3% and small enterprises by 2.7%.tdta¢ construction output performed by
small and medium size enterprises, including stnatle licensees year to year decreased by
2.7%. The construction output performed by largergmises year to year decreased by 6.4%

Trade

Revenue in the wholesale trade grew compared t® 2802.6% and their volume was
23,300.3 million €.

Revenue in the retail trade after a year to yealige in 2009 recorded decline even in 2010
by 2.2% and their volume was 17 294.1 million €.v&we for own performance and
merchandise in the motor vehicles sales and mantanyear to year declined by 1.5% and
their volume was 3,769.7 million €.

7DEOH 1R7KHH GsHHYYHHODRRSSFPHHAMAQRRW UM IGHHIQBXMAHF RI@ GG GRIR HADIBWDEED O R IR [\HE
PLQ@O6.0l1$&( GLYLVLRQ | ' KROHVD®RWRIWD EHKHEFPHYWORIG PRWRUF\FOH

WUDGH H[FHSW RI PRWRU YHKLFOHY DQG PRWRUF\FOHYV

. ; Index

gjgffg;y of business 2007 2008 2009 2010 | ,one'e ", | 201012000 at
curr. pr.
Small trade licensees 10 405,2 95454 7 790,2 6 020,5 14,8% 77,3
Small enter. (0-49) 18 544,6 21 999,7 16 307,9 16 918,6 41,7% 103,7
Middle enter. (50-249) 61131 76124 7 331,8 7 960,9 19,6% 108,6
Large enter. (250 and more) 7 371,7 8 566,6 8 714,9 9694,4 23,9% 111,2
SME 35 062,9 39 157,5 31429,9 30 900,0 76,1% 98,3
Total 424346 | 477241 | 401448 | 405944 | 100,0% 101,1

Source: The Statistical Office of the Slovak Republic, ggesed by NADSME

In 2010, revenue for own performance and merchanidisvholesale trade and retail trade
reached the volume 40,594.4 million €. Of totalenewe, small trade licensees generated
14.8%, small enterprises 41.7% and middle-size %9.Barge enterprises generated share
23.9%. The total revenue of small and medium siaterprises, including small trade

11



licensees year to year decreased by 1.7% at cyprimes. Revenue of large enterprises year
to year grew by 1.1%.

Transport

In 2010, revenue for goods and services in transa storage (including postal and courier
services) reached 5,793.2 million €, in comparisgh 2009 grew by 7.1% at current prices.

7DEOH 1R7KMH GHHYYHHOORRSSFFHHIDWY RRIT ULHHYYHHQXOAHM ]
PLQOG6.U1$&( GLYLVLRQ | tcKROHVD®PRWRID GHKHFPHYWORIG PRWRUF\FOH

WUDGH H[FHSW RI PRWRU YHKLFOHY DQG PRWRUF\FOHYV

. ; Index

gj‘gjefc‘:;y of business 2007 2008 2009 2010 | 1o\, | 20102009 at
curr. pr.
Small trade licensees 3794 337,1 286,0 2354 13,8% 82,3
Small enter. (0-49) 375,3 590,7 480,7 516,0 30,2% 107,3
Middle enter. (50-249) 470,6 499,9 449,8 556,2 32,5% 123,7
Large enter. (250 and more) 337,8 412,1 388,7 402,8 23,6% 103,6
SME 1225,3 1427,7 1216,5 1307,6 76,4% 107,5
Total 1563,2 1839,7 1 605,2 1710,4 100,0% 106,6

Source: The Statistical Office of the Slovak Republic, pgesed by NADSME

From the perspective of size categories, of togaenue in road transport, medium-size
enterprises generated 32.5%, small enterprise®@Gall trade licensees 13.8% and large
enterprises 23.6%. In 2010, of total revenue small medium size enterprises including
small trade licensees generated 76.4%. Revenueigrallvsize categories except small trade
licensees.

Selected market services
In selected market services revenue for goods andcss reached 8,585.7 million €, a year

on year increase of 5.7%. More than half the tetle (56.8%) was accounted for by
revenue of real estate, professional and techaatalities.

7DEOH 1R7KH GHKMH®HRYSHREGHQHRQ @ NRHDEGDFMYH.G H\B IR A WUNGHE B BAKRIARY DN FE |
DQG OHJDO IRURYW LQ PLOOLRQ U

: q Index
gjgﬁfc‘;;y of business 2007 2008 2009 2010 | ,o1or . | 20102009 at
curr. pr.
Small trade licensees 1505,1 1435,9 978,5 1235,6 14,4% 126,3
Micro enter. (0-9) 15257 1913,8 2124,1 2 204,9 25,7% 103,8
Small enter. (10-49) 2100,9 2 286,9 2173,6 2116,7 24, 7% 97,4
Middle enter. (50-249) 2018,3 22757 1586,3 1840,3 21,5% 116,0
Large enter. (250 and more) 1330,4 1745,3 1120,7 1168,2 13,6% 104,2
SME 7 149,9 79123 6 862,5 7 397,5 86,4% 107,8
Total 8 480,3 9 657,6 7 983,2 8 565,7 100,0% 107,3

Source: The Statistical Office of the Slovak Republic, ggesed by NADSME
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Of total revenue was 25.7% from micro enterpris#s/% from small enterprises, 21.5%

from medium-size enterprises, 14.4% from small drdidensees and 13.6% from large
enterprises. The year to year growth was assocwitdda growth in revenue of small trade

licensees by 26.3%, middle-size enterprise by 161036ro enterprises by 3.8%, and large
enterprises by 4.2% in current prices. Revenuenddlisenterprises recorded a year to year
decline by 2.6%. In 2010, the total revenue of sraatl medium-size enterprises including

small trade licensees year to year grew by 7.8%.

Contribution by SMEs in selected sectors is shaw@inaphs No. 12 and 13.

3.6 Foreign trade

According to preliminary results of the Statisticaffice of the Slovak Republic and the
National Bank of Slovakia, the total export of geahd services in 2010 reached the value
53.29 billion € and the total import of goods amuvgces 53.96 billion €. During the year
2010, according to the Statistical Office of thev@lk Republic, export of goods reached the
value 48,791 million €, year to year growth was822. Total imports of goods reached the
value 48,653.5 million € and compared with 2009eased by 25.2%.

The export performance of the economy, expressekeagroportion of GDP represented by
exports of goods and services grew in 2010 to 8q®pd.0.3 pp). Import demand, expressed
the proportion of imports of goods and service&RP grew in 2010 to 81.9% (by 10.9 pp).

In commodity structure the major share of total ek were motor vehicle and trailers
(22.2%), computers, electronic and optical equipmégrD.9%), basic metals (8.6%),
machinery and equipment others n. (7 %) electriathinery and apparatus (5.7%).

The major share in the commodity structure of thtaltimports were computers, electronic
and optical equipment (18.0), motor vehicles, érailand semi-trailers (13.4), oil and natural
gas (9%), machinery and equipment (6.9%).

The highest positive balance of foreign trade wab Wustria, Germany, Czech Republic and
Poland. The highest negative balance was seen &éetive Slovak Republic and the Republic
of Korea, the Russian Federation and China.

The structural import and export volume in 201Gslae-category and territorial area is shown
in charts 14 and 15. The territorial structure offefgn trade is handled according to the
national concept and without estimated data (estichdata on exports in 2010 accounted for
6.8% of the total value of exports and 7.8% ofltotgorts during exit processing). Imports
structure by territory is shown according to cowntof origin of imported goods, for
unspecified imports by country of consignment.

As seen from the chart no. 16, the share represdrptenicro enterprises (0-9 employees) of
total 2010 exports amounting to 9.2% or 3.8 bilk&r(this category included companies with
an unknown number of employees exporting volumex@®billion €, 1.4% of total exports).

Small enterprises (10-49 employees) accounted &8% of total exports, or in absolute

terms 7.0 billion € while medium enterprises (5@ 2Mployees) made up 11.4% of exports
or in absolute terms 4.8 billion €. The largestrshaf 62.6% of total exports was accounted
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for by large enterprises, representing 26.1 bil®rSMEs accounted for a total volume of
exports of 37.4%, which were 15.6 billion € andiacrease of 1.3 pp in comparison with
2009.

The structure of foreign trade by size-categorgrdkrprise shown in Graph No. 16 and 17 is
calculated from the data without operations conellitty foreign persons (of total exports this
accounted for 8.4% share of total imports and 5s8%e) and without estimated data.

The most significant annual growth in exports wasorded by micro enterprises (0-9
employees) in 2010, by as much as 37.9% in abstdubes by 1.1 billion € compared to
2009. Small enterprises (10-49 employees) increhgé&d8%, in absolute terms by 0.5 billion
€, medium enterprises (50-249 employees) by 20it%bsolute terms by 0.8 billion € and
large enterprises (250 and more) by 24.6%, in albsdérms by 5.1 billion €.

As shown in Graph No. 17, the share of micro emtsep (0-9 employees), of the total import
volume in 2010 (without estimated data) was 14.@Papsolute terms 6.3 billion €, while this
category included companies with an unknown nunatbemployees importing a volume of
1.0 billion €, representing 2.3% of total importgheut estimated data. Small enterprises (10-
49 employees) accounted for 13.9% of the total mspon absolute terms 5.9 billion € and
medium enterprises (50-249 employees) contribu#e@%, in absolute terms 5.9 billion £.
The largest share of 57.2% of total imports wasoanted for by large enterprises,
representing 24.1 billion €. The SME share of tatgborts in 2010 was 42.8%, representing
18.1 billion €, an annual decrease of 2.9 pp.

The most significant growth in imports in 2010 watorded by large enterprises (250+
employees), as much as 30.7%, in absolute ternas7obillion € compared to 2009. Micro
enterprises (0-9) increased by 25.5%, in abso&rtag by 1.3 billion €, small enterprises (10-
49 employees) imported 7.1% more, in absolute tebys0.4 billion € and medium
enterprises (50-249 employees) increased by 16r6&hsolute terms by 0.8 billion €.

3.7 Dynamics of the development of legal entities andatural persons —
entrepreneurs

Since 2007 the Statistical Office of the Slovak &djr has published data on the number of

economic subjects births and deaths accordingdgartéthodology for business demography,

by which births entities are defined as legal exgind natural persons — entrepreneurs who
had revenue or employees in the year concernedhaddeither revenues nor employees

during the previous two years. Deaths entitiesdafened as legal entities and natural persons
— entrepreneurs who were active in a given yedrhbd no revenue or employees in the next
two years. Legal persons other than enterprisésdamon-profit institutions.

According to the methodology for business demogyafiiie most recent data generated for
births and deaths entities is that published f@&Muring 2008, using this methodology, a
total of 57,574 entities (legal entities and ndtyrersons - entrepreneurs) were created. Of
total newly-formed entities, 95.5% were in the siagegory of 0-4 employees. In comparison
with 2009, the total number of newly establishedneenic entities was 7,716 higher. In terms
of branch structure, (according the statisticalssifécation of economic activities — SK
NACE) in 2008 most new entities originated in tradenstruction, manufacturing, and in
professional, scientific and technical activities.
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Based on €tat data, the percentage of newly-foremtities compared to the total number of
active entities according to the methodology fosibass demography in new enterprises in
selected sectors (sections NACE B to N) in Slovakaa 15.5% in 2008. Within each sector,
this indicator ranged from 7.3% to 29.2%, with thighest values recorded in real estate
activities (29.2%), administrative and support ganactivities (19.1%) and information and

communication (19.1%). Conversely the lowest valese in electricity, gas, steam and air
conditioning supply (7.3%), mining and quarryin@.%). The percentage of newly-formed

entities in selected industries (sections NACE Bljand EU countries is presented in Graph
No. 27.

Tab. No. 3.8: Enterprise births of legal entities ad natural persons — entrepreneurs in
the SR by size category of workforce and economictvity

Size category 2005 2006 2007 | Size category 2008
0-4 21774 | 47097 | 46473 [ 0-4 54 963
5-9 1286 570 1949 | 5-9 1465
10 and more 950 358 1436 | 10 and more 1146
Total 24 010 | 48025 | 49858 | Total 57 574
Economic activity (OKE ) Economic activity (SK NACE)
C-E Industry 3333 | 10567 | 11130 | B-E Industry 10 409
F Construction 3549 8 338 8 840 | F Construction 11 949
G Trade 7327 | 15603 | 13995 | G Trade 14 429
H Hotels, restaurants 1263 1014 1488 | H transport and storage 1768
| Transfer, posts, telecom. 934 1434 1 657 | | Accomm. and food services 1853
J Financial intermediation 69 1033 597 | J Information and communic. 2022
K Real estate, renting, commer. 5483 6 829 7 511 | K-L Financial inter., real estate 3019
M Education M Pro_fessiona_ll, scientific and

409 480 493 | technical services 6 020
N Health care, social assistance 737 1001 1037 SNeﬁ/cii(?;lglstratlon and support 2178
O Other Community' soc. and 906 1636 3110 P-S Education, health care, 3927

personal services entertainment, other

Selected sectors together 24010 48025 [49858 $elect ed sectors together 57 574

Source: Statistical office of the Slovak Republic, Slovaiatabase

The latest figures on the numbers of newly deatiigies are those published for the year
2007, which are interim data, which will then redsby Statistical Office of the Slovak

Republic. In 2007, according to the given methodgpl64,079 subjects (legal entities and
natural persons - entrepreneurs) became defunctheOfotal number of closed enterprises
89.8% entities were in the category of 0-4 empleyela terms of sectorial structure

(according the statistical classification of ecomomarctivities — SK NACE) most subjects in

2007 had become defunct in the trade, industrystcoction, real estate, other business
activities sectors and construction.

According to €tat data, the proportion of deathtities as a percentage of the total number of
active entities, according to the business demdgrapethodology in selected sectors (OKE
categories C to K) in Slovakia was 16.8% in 2007,irecrease of 5.6 percentage points
compared to 2006. Within each sector, this indicedaoged in terms of value from 10.8% to
19.8%, with the highest values seen in the trad#osg19.8%), hotels and restaurants
(19.7%) and financial intermediation (15.5%). Casedy the lowest percentage values were
seen in mining and quarrying (10.8 %), the elettyricgas and water sector (11.1%). The
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proportion of newly defunct entities according teelpninary results in selected sectors
(OKE categories C to K) and EU countries is presemntgdhart No. 29.

Tab. No. 3.8: Enterprise deaths of legal entitiesra natural persons — entrepreneurs in
the SR by size category of workforce and economictvity

Size category 2002 2003 2004 2005 2006 2007
0-4 29900 [ 25337 | 14705 | 33603 | 39857 | 57557
5-9 221 1086 228 1136 625 3 868
10 and more 349 1304 219 1151 582 2 654
Total 30470 | 27727 | 15152 | 35890 | 41064 | 64079
Economic activity (OKE )
C-E Industry 6 090 4 246 2 060 5213 6 556 10 154
F Construction 5940 3180 1626 5170 5712 8 406
G Trade 10002 | 12243 6397 | 12667 | 15731 [ 23054
H Hotels, restaurants 936 1174 748 1662 1688 3143
| Transfer, posts, telecom. 976 1076 780 1487 1480 2 390
J Financial intermediation 265 292 147 152 417 618
K Real estate, renting, commer. 4 660 3914 2 427 6216 6 375 9570
M Education 348 215 169 482 538 638
N Health care, social assistance 40 210 190 546 646 1286
0 Other community, soc. and personal

services 1213 1177 608 2295 1921 4 820
Selected sectors together 30470 | 27727 | 15152 | 35890 | 41064 | 64079

Source: Statistical office of the Slovak Republic, Slovsiatabase

According to €tat data, of the total number of newktablished entities in the selected
sectors, 65.2% of entities were active at the dntier first year since entities birth. Of the

total number of newly established entities in tledested sectors, 50.5% of entities were
active at the end of their four year since entibeth. The proportion of active entities two

years after their creation in selected sectorsmiid) countries is shown in Chart no. 28.

Tab. No. 3.10: Percentage of active entities in d#rent year since their creation (i.e.
survival rate) in selected sectors in Slovakia in(D8 (in %)

Sector (NACE Rev 2) 1 year 2 year 3 year 4 year
Industry 71,5 63,7 60,2 53,9
Construction 72,0 63,5 58,1 53,8
Services 60,4 59,5 53,9 49,2
Selected sectors together 65,2 61,2 55,8 50,5

Source: €tat, Business demography statistics
Newly established entities in selected sectorbaend of their first year since establishment

make up 8.5% of the total number of active entitiestities at the end of the fifth year since
their establishment make up only 3% of the totahber of active entities.
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Tab. No. 3.11: Percentage of active entities aftezach year since their creation (i.e.
survival rate) in selected sectors in Slovakia in@08 (in %)

Sector (NACE Rev 2) 1 year 2 year 3 year 4 year
Industry 71,5 63,7 60,2 53,9
Construction 72,0 63,5 58,1 53,8
Services 60,4 59,5 53,9 49,2
Selected sectors together 65,2 61,2 55,8 50,5

Source: €tat, Business demography statistics

3.8 Regional Aspects

By territorial division at the end of December 20flte largest number of small and medium
enterprises - legal entities was registered inBredislava region (49 420). In other regions
the numbers ranged from 11,781 (Trenregion) to 14,744 (KoSice region). There wagary
to yea increase in the number of small medium pritas — legal entities in all regions, most
markedly in the region of Nitra (0 15.7%), Bratisda(15.3%). The lowest increase was in the
Tren in region (6.9%).

The most natural persons - entrepreneurs were topgia the Bratislava (62,549) and PreSov
(59,808) regions, with the least in KoSice regid@,705). The number of natural persons -
entrepreneurs decreased in all regions, exceptkBaBgstrica region where was recorded
growth by 0.1%. The highest loss of natural perseas seen in Trnava region (2.1%).

The development of number of natural persons epréneurs and SMEs in various regions
of the SR is shown in map No. 1 and 2. From thentpof view of assessing a region's
economic activity, the number of active enterpriassthe proportion of the number of the
economically active population has a greater ghibttexplain. This comparison is shown in
Map No. 3 and 4. This indicator reaches emphatidilé highest values in the Bratislava
region, the disproportion is more pronounced faemrises - legal entities.

Tab. No. 3.12: Number of natural persons enterprise in various regions of the SR in
2010

Natural persons - .
Enterprises
_ entrepreneurs

Region of the SR Inde- ) WECE SME | Total

Small trade Free occu- Aendent Small Midle (25096\nd

licensees | pations farmers | (0-49) (50-249) more)
Bratislava 58 282 3782 485| 48744 676 180 111969 | 112 149
Trnava 42 004 1593 896 | 12862 274 61 57629 | 57690
Tren in 43 553 1770 281 | 11473 308 73 57385 | 57458
Nitra 47 759 2333 1545| 13949 352 51 65938 | 65989
ilina 56 079 1852 1008 | 13057 333 61 72329 | 72390
Banska Bystrica 41 156 2 060 1357| 12268 257 48 57 098 57 146
PreSov 56 443 2355 1010| 12857 263 58 72928 | 72986
Kosice 38 926 2633 1146 | 14483 261 52 57449 | 57501
Total 384202 |18 378 7728 | 139693 | 2724 584 552 725 | 553 309

Source: The Statistical Office of the Slovak Republic, pgesed by NADSME
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3.9 Perceptions of the concept and practice of corporat social
responsibility among Slovak SMEs

National Agency for Development of Small and Meditmterprises in cooperation with the
Focus Agency and Pontis Foundation conducted agupetween representatives of small
and medium-sized enterprises evaluating perceptbtise concept and practice of corporate
social responsible business.

The survey was realized within the project "RespgmasSMEs in Slovakia” and was
conducted by telephone interview in period from t8efber 30 to October 8, 2010 on
representative sample of 1001 SMEs with size oérpnises (legal entities) with 10-249
employees, which were randomly selected from anessi database.

The goal of the survey was to examine the levelvedireness of corporate social responsible
business among Slovak SMEs.

Intermediate targets of the survey were to find out
level of awareness of the CSR concept
what is explanation of CSR concept among Slova&rpnses
the main CSR activities have already been realirethe economic, social and
environmental area
the plans of the other activities in the CSR anethé future
the interest in CSR concept for SMEs
profits from CSR implementation
describe the factors that determine the successfiémentation of CSR
the maim obstacles of CSR implementation in SMEs
The following section lists the main findings frahre survey:

Base on the survey result less than one tenthra€ipants in survey (9%) exactly understand
meaning of CSR concept, less than one third (299pyaximately know meaning of CSR
concept, 14 % of survey participants have heanctad about CSR but don’t know meaning
of that,. 48 % of survey participants have not méneard or read about CSR concept.

More than one fifth of survey respondents (21%)gendoehind the CSR concept ethical
behaviour on the market, honesty, 19% respongibiiith respect on employees, 18%
responsibility in general.

Slovak SMEs consider the most important activiaes principles of CSR according to the
survey results quality of products and service®4{}3aw enforcement (41%), provision of
employment and salaries for employees (40%), harwamunication with costumers (38%),
ethical and transparent doing business (36%).

The most frequented motive of doing business iporesble way is to keep pace with
concurrency (52%). The second most common motive e&ffort to obtain and maintain
employees (47%).

Improvement of company image and reputation wasitifted as a major benefit of
responsible business to almost half (48%) partiotpaof this research. Improvement of
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economic result was considered as a benefit to g&ticipants, raising of employee’s
loyalty and satisfactory to 41%.

The raising costs, insufficient state support aaklof qualified work force were identified as
an obstacle for doing business in responsible wayne half of participants in research.

3.10Position of SMEs in the economy of Slovakia — sunary.

In 2010, according to an estimation of the StaidtiOffice of the Slovak Republic, gross
domestic product of 65,905.5 million € was genetadé nominal prices and in real terms
increased by 4% from 2009 (in 2009 it has decliogd.8 %). At nominal prices, it grew year
to year by 4.5%. The gross domestic product grow mainly due to an increase in foreign
demand. The volume of exports of goods and sengoes by 16.4% and imports of goods
and services by 14.9%. Domestic demand dropped48%.2

The increase in GDP was affected by 7.2% rise @gggproduction to 150,981.2 million € and
intermediate consumption by 9.1% to 90,772.7 mmlli€. The share of intermediate
consumption in gross production year to year ireeday 1.0 pp and reached 60.0%.

According to preliminary data of the Statisticalicd of the Slovak Republic the contribution
of small and medium enterprises to basic econondaators did not significantly change.
The share of small and medium enterprises (legalops - non-financial corporations) in the
non-financial corporate sector in the gross pradacyear to year declined by 0.3 percentage
points to 42.8%, the share of value added increbgetl3 percentage points to 56.1% and
profit before tax fell by 3.7 percentage point$84%.

The share of SMEs in gross production in the noasffcial corporate business sector reached
42.8%. The share in gross production by small prtas reached 22.5 % (decline by 0.4 pp),
by medium-sized enterprises 20.4 % (rise by 0.2gopl) by large enterprises 57.2 % (rise by
0.3 pp) (See Graph No. 18). At nominal prices thesg production year to year grew in
SMEs-legal entities in the non-financial corporsgetor by 11.9% (of which small enterprises
grew by 10.3% and middle-size enterprises by 13.8848) reached the value 44,140 mill. €.
The gross production in large enterprises in thefirtancial corporate sector grew by 13.2%
to 58 900 mill. €.

In 2010, the share of SMEs in the creation of valdéed in the non-financial corporate sector
reached 56.1%. Small enterprises contributed 34t8 éteating added value (rise by 0.8 pp),
medium-sized enterprises 21.8 % (rise by 0.5 pf)large enterprises 43.9 % (decline by 1.3
pp) (See Graph No. 19). In current prices the ad@dde year to year grew in SMEs-legal
entities in the non-financial corporate sector Hy6% (of which in small enterprises by
11.5% and medium-size enterprises by 11.8%) anchesathe value 17,403 mill. €. The
value added in large enterprises in the non-fir@reorporate sector year to year grew by 5.8
% to 13,638 mill. €.

The contribution of SMEs to profit before-tax readh63.4%. Contribution to profit before-

tax reached in small enterprises 37.2 % (declin& Byp.p.), in medium-sized enterprises
16.2 % (increase by 3.7 p.p.) and in large enteepgrd6.6 % (increase by 3.7 p.p.) (Graph No.
20). Year to year rise of profit in SMEs-legal #&es in the non-financial corporate sector
reached 22.0 % and reached the value 4,589 millh€.profit before-tax in large enterprises

19



in the non-financial corporate sector year to ygamw by 41.6 % to 4,001 mill. €. According
to the methodology of the Statistical Office of tl&lovak Republic, non-financial
corporations are regarded as profit-oriented ens&p registered in the business register in
all areas of activity, except financial activiti§his also includes non-profit organizations that
cover more than 50% of their expenses with thein osvenues.

According to the Quarterly Statistical Survey, 1R on average 2,151.9 thousand persons
were working in the national economy of Slovakiacbmparison with 2009 the employment
declined by 1.1% (by 24.7 thousand persons).

The employment in the business sector recordedngeoh a year to year comparison by
1.3% (22.8 thousands. In the category of smallraedium enterprises including small trade
licensees employment declined by 0.5% year to yeaf009 declined by 5.1%). In the

category of small trade licensees employment dedliby 2.8% and in the category of
medium-size enterprises by 0.7%. In the categoignwll enterprises employment grew by 4
%. In large enterprises, employment declined b¥a3(i& 2009 declined by 5.7%).

From the perspective of different size categoria$ degal forms in 2010, the share of small
trade licensees on employment in the businessrse&iee 36.7%, small enterprises 20.5%
(micro enterprises 9.5%), medium enterprises 15.an% large enterprises 27.8%. In 2010,
the share of small and medium enterprises on emay in the business economy was
72.2%.

According to preliminary results of the Statisticaffice of the Slovak Republic and the
National Bank of Slovakia, the total export of geathd services in 2010 reached the value
53.29 billion € and the total import of goods amuvices 53.96 billion €. During the year
2010, according to the Statistical Office of thev@lk Republic, export of goods reached the
value 48,791 million €, year to year growth was82&2. Total imports of goods reached the
value 48,653.5 million € and compared with 2009eased by 25.2%.

SMEs accounted for a total volume of exports o#3a,. which were 15.6 billion € and an
increase of 1.3 pp in comparison with 2009. The Sdhare of total imports in 2010 was
42.8%, representing 18.1 billion €, an annual deseof 2.9 pp.

3.11 Comparison with available EU sources

The structure of the business sector in Slovaklargely similar to the structure of the other
EU Member States. To compare the structure of thsiness sector and its share in
employment in the Slovak Republic and countriethefEU-27 in terms of size structure data
published by €tat and the Statistical Office of 8levak Republic has been used. These data
show some differences, which needs to be takeraictount during mutual comparison.

Data for the EU - 27 is compiled using €tat metHogy for Structural Business Statistics and
covers the non-financial corporate sector of tt@emy. In the data for the EU-27 in the case
of Slovakia, unlike for other countries, only dé&ba legal entities doing business is included.
The statistics also show that of the total numidemearly 21 million enterprises in the non-

financial corporate economy in the EU, 99.8% areESMwith a strong representation of

micro enterprises 92%) and they provide 66.7% gflegment.

20



The number of enterprises in the Slovak Republitef@rises — legal entities and natural
persons — entrepreneurs) in the table below cotersnational economy of Slovakia and
source of this data is the Business register ofStagistical Office of the Slovak Republic
(SOSR). In the case of employment presented dgieess on average number of persons
working in business economy according to the resaft Quarterly Statistical Survey of
SOSR. According to data presented are SMEs in Blavdom the total number of
Enterprises in selected sectors of the non-findrmiginess economy, 99.9% share (micro
representation is 97.2%) and participate in empkyn72.2%.

Tab. No. 3.13: Size structure of enterprises in SRnd EU

Size of business
micro | small |medium | large SME Total
(0-9) |(10-49)|(50-249)| (250+)

number of enterprises in the
nonfinancial business economy (000 s)
EU - 27 |share in number of enterprises 92,0%| 6,7% 1,1%| 0,2%| 99,8%( 100,0%
(2008)  |number of employees in the non-
financial business economy (000 s)

19313 1408 228 45| 20949 20 994

39325 27856 | 23410| 45185 90591 135776

share in employment 29,0% | 20,5% | 17,2%| 33,3% 66,7%| 100,0%

number of enterprises 538 038| 11881| 2806 584 | 552 725| 553 309

Slovakia [share in number of enterprises 97,2%| 2,1%| 05%| 0,1%| 99,9%| 100,0%

(2010) [number of employees in business 772 976 [229 160 | 271 693 |489 304 |1 273 830 | 1 763 133
economy

share of employment 43,8% | 13,0%| 15,4%| 27,8% 72,2% 100,0%

SHVRXUFH 6O0ORYDN 'DWD 1D WWRIQRIOWSHND 6L D IORXGD DQWLIRIOWIXE '6 0 (
(8 GDWD iWDW 6WUXFWXUDO %BXVLQHVV 6WDWLVWLFV
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4. Recommendations for further improvement in the b usiness
environment and for the development of SMEs

The role played by small and medium enterprisegsha Slovak economy is constantly

strengthened like in other EU countries. A favolgdiusiness environment is a prerequisite
for its long-term competitiveness and economic ghow a market economy. Development in
the sector of small and medium enterprises is @asily sensitive to the quality of business
environment, although is involved to a great degre¢he creation of GDP and with an

irreplaceable role in the field of employment.

Creation of quality business environment require®ardinated approach by all authorities,
because almost every authority to affects the lssirenvironment through their regulatory
activities. Creating favourable conditions condedi® SME development should become part
of the policies of all ministries and other statienaistration bodies and local authorities.

The business environment in Slovakia still has [@mis in certain areas, such as problematic
enforcement of legal rights, high administrativerdan for business, public sector
inefficiency, a poor range of e-government serviugh social and similar insurance costs
and an administratively demanding mechanism forgaghose sums, continuing practices of
cronyism and corruption. The process of addresdirge shortcomings is progressing very
slowly or even not at all.

A common feature of those problem areas in thenlegsi environment is their complexity and
dependence on multiple functions of government.tkigrreason, any further improvement in
these areas requires a systematic approach, iptetdeental coordination and active
cooperation of the entrepreneurs themselves.

Some guidance for improving the business environnsethe Small Business Act for Europe
(SBA) initiative, whose objective is to permanergipbed the attitude of "think small first" in
the process of policy making from regulation to lpubervice, and to support the growth of
SMEs by providing assistance in coping with proldemhich hamper their development. In
Slovakia, it is essential that this attitude anel 10 principles set out in SBA are embraced by
all authorities with a significant impact on thesmess environment, i.e. also by non-
economic authorities.

Following the adoption of SBA, in the near futuhee tGovernment of the Slovak Republic
should prepare a new concept for the promotion dexklopment of small and Medium
enterprises that would ensure the application efptinciples of the SBA in the development
of legislative, policy and strategic materials biffedtent authorities and re-define the
objectives of developing the SME sector, the frawdwor the use of support mechanisms
for SMEs and their institutional arrangements.
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Recommendations broken down according to SBA pringies:

1) Entrepreneurship - Create an environment in whit entrepreneurs and family
businesses can thrive and entrepreneurship is rewded

- Change the education system on system that en@sunagung people to take more
responsibility for themselves and economic selfization.*

- Support the development of business thinking, mssirculture and business skills in all
levels of the school system.

- Increase investment in education through spec@rammes for SMEs.

- Improved coordination between the educational aradnihg system of secondary
vocational schools and the needs of SMEs and coeatgeration by linking practise and
education institutions to reduce structural shasag the labour market.*

- Create a motivational system for investments irdacation; provide a higher level of
support to schools whose graduates are in dematheé iabour market.

- Significantly change the education system and ambroto partnership between the
private sector, public administration, educationalstitutions and research and
development institutes.

- The foundation for changing the philosophy fromemployee to an employer society
must be created in the school system, to prepate $shool and university graduates to
be ready for self-employment.

- Recommend autonomous region and local municipsalitee include in their policies
measures of European Charter for Small Enterpasdghe Small Business Act.

- Adopt National strategy to promote corporate soogsponsible business in Slovakia,
respectively the alternative framework for stimigdat corporate responsibility at the
national level.

- Increase awareness on corporate social respotsibieess among Slovak SMEs.

2) Allowing second chance - Ensure that honest emfpreneurs who have faced
bankruptcy quickly get a second chance

- Ensure compliance obligations for placement of fmal statements in the register of
documents in line with Law 431/2002, § 21 on Acdoum and thus allow other

businesses to check the solvency of the entrepréresommended by AZZZ SR).

- Ensure that the application of the creditor’'s lawoecement in the court and execution
proceedings will be operational and with no furtdelays (recommended by AZZZ SR).
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3)

Ensure that the courts have to notify the factgsobwn motion in which was to commit a
crime in bankruptcy dispute and restructuring cases

Ensure sufficient application aspect of maximumicefhcy in the bankruptcy
proceedings.

Realise the analysis of the bankruptcy system isolsitin Slovakia and to propose
measures which will lead to an acceleration prosedissociated with the closing of a
business.

Design rules according to the “Think Small Fir$’ principle

Improve the financial implementing legislations abhgh the involving the business
community in order to reflect the practical neatshie area of accounting.

Amend all payroll-tax laws and other regulationgiimciple on only one date in the year,
always at 1 January.*

Extend period between the validity of legislatiordats coming into force.*
Develop templates forms for reporting requirementsere it has not been done yet.**

Change the legislation that all taxes and dedustwere paid to the tax office and the tax
office would split them to the social insuranceadfand health insurance office.

Establish a uniform information system for tax adistration, sending all applications,
deregistration and employees reports in order tadaguplication of these obligations.**

Strengthen the option to modify contractual relagitoward the limits of the provisions of
the Labour Code (provision of holiday, working tinoeertimes).*

Establish a reason for employee’s notice as an @apl of causing damage to the
employer in the range more than four times theagemonthly income of an employee
in the SR.

In order to eliminate the inconsistent interpretatiof legislation ensure that the
responsible department (the creator of legal nasn¢quired to provide an authoritative
interpretation of the wording of the law (recommetidy SAMP).

We suggest a voluntary payment of contributionsold age pension insurance for
freelancers, self-employed farmers and the libgraflessions receiving a pension.**

Perform a legislative amendment relating to sadety health at work (BOZP) and related
regulations to the one act, in order to simplifg trientation of employers in this field.

Unify deadlines for submission all statistical staents and reports (summary statement,

Intrastat declaration) on the last day of the mofdllowing the reference period
(recommended by SAMP).
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4)

Reduce the administrative burden of human resowagesda.*

Remove disproportionate penalties from state, nipaicand other public administrative
bodies against SMEs for single infringements, paldirly non-financial. Not applicable
for SMEs that providing a specific activity (thenling of explosives, poisons). In these
cases, care must be taken to fully comply withvaté regulations and safety measures
for these activities.*

Establish the coordination of the processes betwédérent public authorities during the
inspection of businesses.

In the field of commercial law actively promote thge of alternative methods of dispute
settlement and increase awareness of enterprisess iarea.

Reduce administrative difficulty, shorten and siifypthe procedures to get and use
support for SMEs. Exclude changes of rules frompghklishing of requests for tenders
through to the completion of projects.

Prepare a medium-term strategy of development amgpost of SMEs. The strategy
should follow the guidelines defined in EC Docum8ntall Business Act for Europe.

Make public administrations responsive to SME aeds

Reduce share capital of Joint stock companies dawel in Limited liability companies
on symbolic 1 euro.**

Apply a court charge for registration of changeghe amount of 66 euro for the first
registration; it would be possible to consider ¢cbenplete elimination of charges for start-
ups.**

Develop standardized forms for small and mediunerpnises, where the company is
founded by a sole partner or a share-holder.**

Consolidate the functions of commercial and busimegister in a single institution.
Simplify the using of electronic signature.**

Improve procedures and processes for making laadstemning documents in order to
avoid long periods in the land planning and cort$ion procedures.*

In the relevant law to determine precisely and reefilifferent categories of buildings,
which do not need planning permission or notifimatand build an information system
that would link all the involved authorities in avgn territory and the procedure (thus the
authorities can be identified already in the lanacpdure).

Simplify the performing registrations, changes egdovals from business register via the
internet.**
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5)

6)

Clearly solve the financial penalties for the uhawized construction and the removal of
the unauthorized construction through legislation.

Strict compliance of industrial and residential e issuing construction permissions.

In the development of legislative standards to ypipé principle that public authorities,
public institutions (social insurance, etc.) wititrequire documents, decisions and so on,
in administrative or in other proceedings whichiaseied by a other body of state, public
authorities or public institution (social insuranetc.).

Reduce the administrative burden on doing busingssaccelerate and simplify the
process of setting up new businesses and freelgnaleninate duplication of documents
for submission to the government authorities, toebarate the introduction of internet
communication, simplify and reduce the scope oliregl reporting, etc (recommended
by SOPK).**

Develop interconnectivity among databases of saate public administration to remove
several repetitive requests for information, docoteend data on enterprises. Accelerate
the introduction of e-government services to malkecgsses in all areas more efficient,
where government interacts with enterprises.

Create conditions to stimulate the widespread @igéeotronic signature by enterprises.**
Adapt public policy tools to SME needs: facilite SME participation in public

procurement and better use State Aid possibilitiefor SMEs

Increase the transparency of public procurementeaiiral level even at regional -
municipalities’ level (recommended by SOPK).

Training of public authorities in order to improtiee quality of public procurement, not
only in terms of formality, but also of efficien§¢gecommended by PAS).

Establish a personal responsibility for mistakegpuwlblic procurement and for breach of
finance conditions (recommended by PAS).

Establish rules of transparency in the system alipyprocurement at all level of public
authorities (recommended by SOPK).

Eliminate practices of corrupt and cronyism (recanded by SOPK).

Facilitate SME access to finance and develop &gal and business environment
supportive to timely payments in commercial transations.

Improve the dissemination of the information reigtito the financial support of SMEs

and more significantly to present existing supgamagrammes on local, national and
European level.
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Analyze the impact of existing support programmad adjust their conditions to the
needs of SMEs.*

Strengthen and better link the existing financigh@ort programmes (guarantee and loan
programmes of Slovak Guarantee and Development Bark NARMSP) with the
JEREMIE initiative in order to ease the accesstéotsip funds for new entrepreneurs,
regularly to evaluate the need to add resourcesdb programmes.

More significantly to link support for star-ups asdhall enterprises through providing
grants and micro loans with the provision of ediscaénd counselling services.

For further development of SMEs to increase utikiga financial resources from
structural funds through review of the applicatioonditions, ensure pre-financing of
projects and ongoing reimbursement of related remi

Support start-ups with contributions for self-emypl@nt activity not dependent on the
entrepreneur having been on the unemployed lisishaving remained on them for a
certain time.

Improve the financial situation of SMEs by suppmotential investors to invest or borrow
funds to start-ups and enterprises through theré¢dief that would be applicable to
investors of 2.5% of the loan amount.

Consider the setting up a support scheme for timbresement of claims of small and
medium enterprises, which have toward state ingiita as other entities with state
participation.

Improve availability of data demonstrating the w$ecredit for SMEs. By the National
Bank of Slovakia is recommended to collect and ighbbata on the credit statistics
specifically for the SME sector (as recommendethieyEC no. 2003/361/EC).

7, 10) Help SMEs to benefit more from the opporturties offered by the Single Market,

Encourage and support SMEs to benefit from the groth of markets

Increase awareness on opportunities offered terkrepreneurs by the Single Market and
continue to stimulate SMEs to internationalizeaitsivities.

Improve support for counselling and education tude opportunities of doing business
in EU markets and those of third countries, inceeaslevel of the management of
exporting SMEs.

Extend the support of the export activities in coodities as well as in territorial
structure, with accent to markets that expect ighw.

Support of the export and import activities of SMB<liminate the typical weak points
of SMEs such as insufficient experience with fonergarket transaction, insufficient
knowledge of the market and adequate regulatianginfy business partners, export
financing and so on.
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In case of support which is oriented on acquisigativity to allow utilisation financial
resources for business associations and uniorieegaan provide organisational services
for SMEs at fairs, especially joint exhibitions st they are able to use the resources
more efficiently and comprehensively (recommendg@bop Produkt Slovensko).

Increase the competitiveness of Slovak enterprigegoreign markets through support
oriented on the reduction of domestic energy asduece intensity of production.

More significantly to utilise the experiences ofga enterprises with foreign-trade
activities to strengthen the internationalizatidifsMEs.

8) Promote the upgrading of skills in SMEs and alforms of innovation

Improve access to quality education for all segmaitthe population at all education
level and in different stages of life (recommenbgdAZZZ SR).

Increase awareness of businesses on the impoxéimogvation activity for SMESs.

Systematic support to regional municipalities aegdional structures that have been
established in previous period to promote innove{mg. technology incubators) in order
to support innovative ideas, sharing a good prestand development lifelong education
as a part of building a knowledge-based economysanibty.

Apply more effective tools for the sustained inseaof innovation activities of the
business sector (recommended by AZZZ SR).

Introduce into practice tools to support closer pmyation between private sector and
education/research institutions with utilisationgobd practises from EU.

Support the establishment of cluster organisationbat will bring increasing of
innovative capacity of business members of thetefusrganizations and will stimulate
the development of the SME sector.

Use innovative tools of financial assistance fopmut the expansion and innovative
activity of enterprises with growing potential.

Revise the priority of the state science and teldgyopolicy and determine the optimal
number of priority directions of research and depeient in line with expected economic
growth (recommended by AZZZ SR).

Revise the system of support applied research amelagoment from EU structural funds
and to ensure similar conditions for use of thesources by the organisations from all
sectors of science and technology, including tlusganisations that doing business in the
area of research and development (recommended BY SR).

Concentrate the state financial resources intcsavéaesearch and development, where it

is possible to achieve internationally acceptahle r@al results. Real results to verify with
the intentions on regular basis.
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9) Enable SMEs to turn environmental challengeshio opportunities.

- Improve information support of businesses in theaanf environmental protection and
environmental management.

- Increase awareness of the green business as &$aistith high value added.

- Development of learning programmes at all levelgnein the area of lifelong education
with a focus on ecology.

- Increase the measure of stability of the develogreemironmental strategies across the
political spectrum, even in the wider social comtex

- Improve the infrastructure for the introductioneaio-innovations in Slovakia.

- Support of the introduction of environmental mamaget system in the SMEs, as a tool
for decreasing of the negative environmental influes.

- Improve the promotion of need to realize of enesgyings and promote the reduction of
energy intensity of production in the SME sector.

- Streamline Operational Programme Environment —ektee programme to other sectors
in line with EU initiatives — e.g. with a Lead Makinitiative.

- Provide consulting to small and medium enterprigesthe area of environmental
legislation.

- Increase support for organic products and cleasymton.

- Increase awareness of the implementation the EuRf#9 strategy with focus on
environment and responsible business in the camditof the Slovak Republic.

* Recommendation mentioned also in the Report on the State of the Business Environment in
Slovakia 2010, adopted by the Government on March 2, 2011

** Recommendation included in the Singapore Initiative adopted by the Government on July 6, 2011
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Appendix A: Charts
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by type

Structure of small trade licensees doing business,

of business (SK NACE Rev. 2 since 2008)
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Structure of SMEs - legal entities, by size
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Year to year change of frequency (2010/2009) of SME s-legal
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Shares of SMEs - non-finance corporations in gross
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Number of small trade licensees in 1000 the economi  cally
active population by gender in 2010
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Age structure of small trade licensees by gender in 2010
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Graph No .29

Investments according Funds in 2010 (Eur)
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Sectoral Distribution of investments in 2010
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Map No.1
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Map No.3
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Appendix B: Tables

Table no. 1. Numbers of SMEs - legal entities, byestors and regions

SK NACE sectors Bratislava | Trnava |Tren in | Nitra ilina S;‘g{: :i; PreSov | KoSice
agriculture, forestry 292 468 553| 641| 615 807| 1032 638
and fishing

industry 2543 1612 1801| 1761| 1644 1465| 1708| 1456
construction 2 750 1261 964| 1101| 1441 1192| 1494| 1224
trade 13 281 3828 4375| 4839| 5071 3697| 4134| 5663
accommodation and 1431 549 387| 461| 506 550 598 531
food service

transport, information 4 564 1282 763| 1471 802 921 673| 1001
trade services 22176 3258 2244| 3077| 2418 2093| 2461| 3124
other services 2341 838 677 949 894 897| 1019| 1089

Source: Register of organisation of the Statistical offafehe Slovak Republic, processed by NARMSP

Table no. 2: Numbers of small trade licensees, bgaors and regions

SK NACE sectors Bratislava | Trnava |Tren in | Nitra ilina S;‘g; :i; PreSov | KoSice
:ﬁg?slth‘;:; forestry 574 680| 1282| 969| 923 3209| 3395| 1789
industry 5 385 5654 8541 8692 11 996 5349 11 250 6 006
construction 7 366 12 353 10302 | 10443 17 583 7 966 15 360 6 564
trade 18 920 9 242 11730 | 15473| 13615 10 948 12 172 | 12 975
%ggg?&g:“on and 2070| 2054| 1609| 1610| 2148| 2019| 2251| 1210
transport, information 6 743 3010 2272| 2818| 2419 2 607 2743 2215
trade services 12 779 5835 4825| 5043| 4960 5 988 6 100 5 303
other services 4 353 3042 2819| 2661| 2359 2 855 3042 2 639

Source: Register of organisation of the Statistical offafehe Slovak Republic, processed by NARMSP
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