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Abstract

The article deals with the analysis of the use of EU Structural Funds as the main tool of cohesion
policy. The cohesion policy aims to reduce economic and social disparities in regional develop-
ment. A part of that policy is financing of small and medium-sized enterprises from the Struc-
tural Funds for the purposes of their impact on the economic development of underdeveloped
regions and to increase the competitiveness of small and medium-sized enterprises. The main
focus is on determining the effect of EU Structural Funds on competitiveness of SMEs in Slo-
vakia in the programming period 2007-2013. Based on the empirical research, we have analysed
the data and we found out how the management of small and medium-sized enterprises assesses
the use of EU Structural Funds and their impact on the competitiveness of enterprises managed
by them. The results of our analysis and research indicate signs of an inefficient use of financial
support from the Structural Funds, which is often directed to solve diverse acute economic

problems. However, these funds do not increase their competitiveness.
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1. INTRODUCTION

Small and medium enterprises are an integral part of the structure of production in developed
countries of the world. They significantly contribute to fulfilment of the most important indica-
tors of the national economy development. The European Union and other developed countries
put a lot of emphasis on supporting the development of SMEs. These enterprises significantly
contribute to the gross domestic product and the added value, e.g. in employment, in the trade
balance, etc. Especially from this perspective, supporting SMEs is one of priorities of the Eu-
ropean Commission in the context of “economic growth, job creation and economic and social
cohesion” (Eurépska komisia, 2006). EU efforts in support of SMEs in the programming period
2007-2013 were focused on the area of small and medium enterprises, innovation and competi-
tiveness. Precisely these priorities could help to strengthen economic and social cohesion and to

reduce disparities between the levels of development in different regions.

The European Regional Development Fund and its Operational Programme: Competitiveness
and Economic Growth can be considered to be the most important financial instrument, re-
spectively the Structural Funds to support SMEs, of which priority is to foster employment and
competitiveness of SMEs on the national and international level. The largest volume of financial

resources that have come to the regions and that have already helped to improve the competi-
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tiveness of small and medium-sized enterprises and to ensure sustainable development has come
through the European Regional Development Fund (ERDF). The support from the Regional
Development Fund, inter alia, includes financing of business activities and innovations, e.g.
business consulting, innovative technologies and management systems in SMEs, eco-innova-

tion, and a better use of ICT.

Considerable financial resources have been directed to the improvement of regional and local
business environment for SMEs (improving access to capital for SMEs in the process of forma-
tion and growth, improving the business infrastructure and services to support SMEs, enhanc-
ing regional and local capacities for research and development and innovation, extension of
capacities for enterprise collaboration, innovation, etc.). Other important areas of funding from
the Regional Development Fund were interregional and cross-border cooperation of SMEs and
investment in human resources. (Eurépska komisia, 2006). The European Regional Develop-
ment Fund has also helped to finance various investment projects in the public sector, such as
the construction of railways, construction of drains, support of start-ups, development of sports
and sports facilities, remediation of residential buildings, healthcare infrastructure, strengthen-

ing of cooperation between businesses in the border regions and the like.

Official documents of the EU institutions and national public authorities have dealt with evalu-
ating the effectiveness of cohesion policy. Nevertheless, one would expect greater attention to
assessing the results, particularly in terms of efficient use of funds during the next program-
ming period. Even though more than two years have passed since the end of the programming
period 2007-2013 and receiving the financial support from the designated funds, a complex
expert analysis and evaluation of the effectiveness of the financial resources of their provider
(responsible for the EU institutions) as well as recipients of funds from the European Regional
Development Fund (governmental institutions of each country as well as small and medium
enterprises) is still missing. Regarding the analysis of the effectiveness of cohesion policy, Slo-
vak domestic studies and especially those at the level of SMEs were focused primarily on pro-
gramme documents. However, almost none of them analyses large sets of data at micro level,
which would reflect specific indicators of economic growth, economic efficiency and competi-
tiveness of SMEs.

Therefore, many questions remain unanswered. What was the extent of reducing economic and
social differences between regions under the influence of spending from the European Struc-
tural Funds? What was the impact of financial support for small and medium-sized enterprises
in the regions to reduce regional disparities? What significance had drawing of funds from the
Structural Funds for the competitiveness of SMEs?

We will not try to answer all these questions in this article. Based on evaluation of the manage-
ment of small and medium-sized enterprises, we will try to answer the question whether the
drawing of funds from the Structural Funds had an impact on involvement of SMEs in technol-
ogy transfer, science, research and innovation, and whether or not the financial support from
Structural Funds helped to increase the competitiveness. In the first part of the article, we will
analyse processes of drawing and the use of funds from EU Structural Funds and individual
cases of evaluating their efficiency according to the objectives set. In the second part of the arti-

cle, we will present the methodological principles and practices for our investigations, methods
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and techniques used to obtain the necessary data. In the third part of the article, we discuss our

results in the context of other authors’ findings.

2. THEORETICAL BACKGROUND

The EU policy regarding the support for small and medium enterprises in the stated program-
ming period was focused mainly on their cooperation with research and technological institutions
in order to strengthen their innovation and research skills and to increase their competitiveness.
The objective of this EU support was to ensure that all businesses have equal conditions in the
market and that companies could trade under fair conditions. Their aim was to make Europe an
attractive place for investors, to support the economic growth of strategically important indus-
tries, and also to help manufacturing companies to be competitive on the European and world

markets.

The European Commission indicates that “the promotion of small and medium is one of the
priorities of the European Commission in the context of economic growth, job creation and
economic and social cohesion” (Eurépska komisia, 2006). The importance of SMEs and their
competitiveness for the EU was declared by introducing the initiative Small Business Act (SBA)
adopted by the European Council in 2008. The initiative emphasized the need for support meas-
ures for small and medium-sized enterprises which will provide favourable conditions and ben-

efits for this important segment of economy.

According to the EU Treaty no. 158, the main objective of regional policy was “promoting its
overall harmonious development by strengthening economic and social cohesion, reducing dis-
parities between the levels of development of the various regions and the backwardness of the
least favoured regions or islands, including rural areas.” (Ministerstvo hospodarstva, 2015a). The
Structural Funds also have been regarded as the most effective tool in support of EU Cohesion
Policy and the priority tool to support the development of SMEs. Through the Structural Funds,
the European Union sought to ensure economic and social equilibrium to address regional dis-
parities and to increase the growth potential in the country or region to which funds were al-
located. (Sierhej & Rosenberg, 2007).

The European Commission has prepared a vision for the new programming period, which was
apparently based on the conclusions of the overall success of the implementation of projects in
the previous programming period. The European Commission emphasized in this context that
“Structural Funds, which are long-term supporters of SMEs, has now become an important
tool in achieving the objectives of the Europe 2020 strategy for smart, sustainable and inclusive

growth”. (Eurépska komisia, 2013).

Despite the fact that there was a clear political vision of the importance of supporting small and
medium enterprises through the Cohesion Policy and of other specific measures to individual
countries, the question of its effectiveness as a whole arose during the financial and debt crisis.
Considering the fact that the majority of Member States are highly in debt (in terms of debt ratio
and high government expenditure to GDP), the EU should not support measures that are not

socially and economically effective.
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Although the process of convergence between EU countries and regions brings positive results,
questions arise if it was really due to the cohesion policy. In principle, there are no doubts that
political decisions, most importantly effective mechanisms and instruments for their implemen-
tation have a positive impact on the convergence process. For example, Ederveenet et al. (2002)
came to the conclusion that we can observe partially the positive impact of subsidies from the
European Structural Funds to the convergence process. A similar conclusion was expressed by
Beutel (2002), Hagen and Can (2008), who investigated the impact of cohesion policy on eco-
nomic growth. According to them, one can observe only a modest impact of cohesion policy on
regional economic growth. Ecke and Turk (2006) emphasized positive aspects of the impact of
cohesion policy on economic growth and regions convergence. They also came to the conclusion
that the system of drawing funds from Structural Funds is not very effective, and therefore, they

prioritize supporting human capital, innovation, research and development.

The impact of individual aspects of cohesion policy on regional integration processes in terms
of application to the specifics of the Czech Republic is evaluated with milder critical statements
in the works of Blazek and Vozab (2006), Mirosnik et al. (2014) and other authors. In these
works, authors present an ex-ante analysis of cohesion policy in Czech Republic and determine
its strong and weak aspects. In addition, the authors conduct a process analysis of the First Ac-
tion Programme in the context of the implementation of the Territorial Agenda of the EU with
the impact on rural regions, allocation mechanisms of cohesion funds in accordance with the
objectives, etc. The conclusions are pointing out to the unevenness in distribution of funds and

the ambiguity of the impact of cohesion policy on reduction of regional disparities.

The assessments of the effectiveness of regional development support from the Structural Funds
in Slovakia were usually based on the documents relating to EU programmes, statements and
reports of government institutions and so on. (Ivanickova 2007; Rumanovska, 2011; Kiss et
al, 2013; Ivanova & Koisova, 2014). When it comes to the methodology, the calculation of the
efficiency of use of financial support from the Structural Funds was as a rule based on macr-
oeconomic indicators, which were not quite appropriate for assessing the effectiveness. Because
of the chosen methodology, the evaluation of the impact assessment of financial support for the
development of small and medium-sized enterprises and the integration of the regions is more

positive when compared with assessments of previously mentioned studies.

There is no dispute over the existence of the regional convergence in the EU. Nevertheless, it re-
mains unclear to what extent the process of convergence is powered by supportive mechanisms
of the European cohesion policy and to what extent it is driven by mechanisms of a modern mar-
ket economy. Despite the fact that general comments regarding the cohesion policy are rather

positive, one cannot ignore the critique aimed at its effectiveness.

According to Rodriguez-Pose and Fratesi (2004), there is no positive effect of the Structural
Funds for convergence countries and regions in EU. Bachtler and McMaster (2008) took a rather
critical stance towards the impact of EU cohesion policy on regional integration and the role of
regional institutions in Central and Eastern Europe. Not only have they rigorously evaluated
both technical variables and complex aspects of the EU Structural Funds, but they also have
divided the processes of the EU Structural Funds management and drawing into individual

stages, and thus pointed out differences when it comes to the regional involvement in Structural
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Funds. In addition, they conducted cross-national analysis of practical experience with drawing
the resources from EU Structural Funds. Their conclusions question the universally accepted
assumption that the Structural Funds contribute to the development of regional structures and
competences and lead to “stronger regions”. On the contrary, they argued that there is no guar-
antee that the Structural Funds support the regional integration processes in Central and Eastern

Europe in a short or medium period context.

Considering the differences and contradictions in the findings and assessment of the efficiency
of European cohesion policy, there were doubts not only about this policy’s formulation and its
implementation guidelines, but also about the methodological procedures of calculation and as-
sessment of its results. Wostner and Slander (2009) comment on that error. According to them,
in spite of all conducted analyses and assessments and the positive proclamations about the im-
pact of European cohesion policy on the development in integration of regions, EU leaders can-
not be truly sure whether the enormous amounts of financial resources invested into European
cohesion policy have been spent efficiently. The fact that research papers and reviews on the
effectiveness of cohesion policy often arrive to different conclusions raises questions not neces-
sarily only about the nature of the cohesion policy but also about the actual evaluation process.
Moreover, they emphasized that the studies as a rule are based on macroeconomic analysis and
the discrepancies in their findings are caused by the chosen methodology and by the fact that
the direct macroeconomic approach is not adequate to the principle of cohesion policy. (Wostner

& Slander, 2009).

Mirosnik tried to answer the question why the absolute majority of the analysis and evaluation of
the effectiveness of EU cohesion policy used macroeconomic approach. According to him, the
reason is mainly sufficiency and availability of macroeconomic data. On the other hand, the bad
quality and difficulties in obtaining micro-economic indicators are an important obstacle for an
adequate assessment of the impact of Structural Fund support on the growth and performance
of businesses and regions (Mirosnik, et al. 2014).

One of the few studies that have used microeconomic approach to the analysis and evaluation
of the effectiveness of EU cohesion policy was the work of Italian authors C. Bernini and G.
Pelegrini (2011). It analysed the impact of EU funds on the performance of companies in the
Italian regions in the period of 1996-2004 on the basis of business accounting data. It was found
that subsidized companies compared to non-subsidized companies have increased the scope of
its production and employment indicators. The unexpected finding was that labour productivity

in the subsidized companies had decreased (Bernini & Pelegrini, 2011).

Bondonio (2012) examined the impact of EU funds on the performance of mainly small and
medium enterprises in Italy and he made similar conclusions. According to his findings, in
principle, there is no positive impact of subsidies on labour productivity and on employment in
supported SMEs. Simultaneously, he discovered that small businesses are more cost effective
than larger companies. He concluded that if he analysed only small businesses, so he could see a
slightly positive effect of financial support on labour productivity in small businesses. Bondonio
as well as his colleagues Bernini and Pelegrini was convinced in the overall assessment of the
impact of EU financial support on productivity in small and medium-sized enterprises that use

of financial support from EU funds did not help to increase the competitiveness of small and
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medium-sized enterprises. In addition, in another study assessing the impact of cohesion policy
on small and medium-sized enterprises in Central Europe, the conclusion was also negative. Its
authors emphasize that if the Structural Funds were used optimally, it could have brought posi-
tive results (Potluka, et al., 2010).

Overall, there are only very few studies of the effectiveness of using financial support from the
Structural Funds, which are methodologically similar to that of Bondonio (2012) or Bernini &
Pelegrini (2011). In addition, we do not know any study that analysed and evaluated the effec-
tiveness of financial support from the Structural Funds in accordance with the objectives of the
Operational Programme Competitiveness and Economic Growth. That means a study which
identified and evaluated the impact of Structural Funds on the competitiveness of SMEs on the
basis of their involvement in science, research and innovation, and transfer of innovation and

new technologies into production.

3. RESEARCH OBJECTIVE, METHODOLOGY AND DATA

Formation of the priority actions of the Operational Programme Competitiveness and Eco-
nomic Growth was based on identifiable disparities and the principle of territorial development
defined in the National Strategic Reference Framework of the Slovak Republic. The regions did
not use their potential in sufficient scale for field of research and innovation according to this
document. This potential could be their significant source of competitive advantage. At the
same time, the companies have shown very little interest in the introduction of innovations into
the process of production. That is the reason, why the interventions implemented as a part of the
initiative ‘Innovations and technological transfers’ mostly aimed to modernize production ma-
chinery and work processes, to creating new jobs, to invest into R&D companies, to introduce
measures connected with the support of research and innovations in the small and medium sized

companies, to support research centres, etc. (Ministerstvo hospodarstva, 2015).

The main objective of this study was to determine how the management of SMEs perceives and
assesses the impact of the funding received from the EU Structural Funds under the Opera-
tional Programme Competitiveness and Economic Growth on development activities in science,
research and transfer of innovations and new technologies in the production with the aim to

improve competitiveness and economic growth of SMEs.

To achieve this goal, we have used empirical data from a survey carried out by the method of
a structured interview, which was conducted in the years 2014-2015 and which focused on the
quality of the business environment of SMEs. This survey studied the impact of financial sup-
port from the Structural Funds on economic development of SMEs as one of several factors of

business environment.

In this study, we analyse and measure the impact of EU Structural Funds on competitiveness
and growth of SMEs based on thinking and evaluation of particular managers of small and
medium-sized enterprises. We consider this method of research to be one of several standard
and appropriate methods in the system of micro-economic approach to this issue. The chosen
method neither challenges not replaces analyses and assessments based on accounting data and

macroeconomic indicators. We consider managers of enterprises to be experts who are research
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units in our survey. Firstly, managers of enterprises are involved in activities connected with
preparation of project proposals to receive financial support from the Structural Funds, the
actual process of receiving financial resources from these funds and the final use of gained re-
sources. Secondly, analyses, evaluations and decisions regarding these activities are the subject
of their daily work. In addition, when we add human creativity, intuition, ability to estimate and
affect event or context, this synergistic result of this evaluation may be more adequate and ac-

curate than assessment based on accounting data.

Therefore, in our empirical survey, we did not perceive managers of enterprises as statistical
sampling unit, but as an expert unit. As a result, the very essence of this empirical survey and
assessment of its representativeness is different from the classical empirical survey of statistical
units of the sample. In this case, the information value of the empirical data that we obtained is

independent and is not assessed on the basis of the statistical amount of reconnaissance units.

The object of investigation was a suitably selected research sample of the research group of 285
SMEs. Our main group consisted of 168 of these enterprises that received financial support
from the Structural Funds in the programming period 2007-2013 under the operational pro-
gram Competitiveness and economic growth. The remaining 117 enterprises that did not receive
financial support in the stated period were named the control group. We divided our research
sample into small enterprises and middle-sized enterprises. We relied on official statistics that
state that more than 80% of small businesses are composed of individual entrepreneur, and the
rest employ 1-49 workers. In our research, the group of businesses that we considered small con-
sists of individual entrepreneurs and companies who are managed by a single manager, regard-
less of overall the number of employees. As a result, our research sample included 36 small and
132 medium-sized enterprises (total of 168) which received financial support from the Structural
Funds and from 56 small and 61 medium-sized enterprises (total of 117) which did not receive

financial support.

For the purposes of our research, we used answers to the following closed question of the struc-
tured interview: “What were the significant economic results for your company affected mainly
by financial support from the Structural Funds in the programming period 2007-2013. (Select 3
most important results by you).” For the enterprises that did not receive support from the Struc-
tural Funds, the question was: “What were significant economic results for your company in the
period 2007-2013. (Select 3 most important results).”

We differentiated between responses of senior managers (directors) of small enterprises, direc-
tors of medium-sized enterprises and of managers - for example directors of individual depart-
ments or production sections. Since the group of small businesses consisted of individual en-
trepreneurs (who are also directors) or companies that do not have other directors, the number
of responses was equal to the queried number of small businesses. The number of responses in
the group of medium-sized enterprises was equal to the number of surveyed directors and the
number of other managers - from 1 to 3 in each company, depending on its size. The number
of ratings is equivalent to 3 times the number of received structured interviews (see Tab. 1) in

particular economic results.
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Tab. 1 — The numbers of surveyed enterprises, received interviews and evaluation of economic

results. Source: authot’s own survey

Enterprise Supported Unsupported
groups Small Medium Small Medium
The number of

36 132 56 61

enterprises

Groups of re- . ) . .
Directors | Directors | Managers | Directors | Directors | Managers

spondents
The number of
. . 36 132 286 56 61 147
interviews
The number of
108 396 858 168 183 441

evaluation

Statistically significant differences between the responses of defined groups of respondents in
supported and unsupported enterprises were calculated by using the Pearson’s correlation coef-
ficient with significance level of 5%. Statistically significant differences in percentages indicators

of respondents’ answers were calculated by means of the y?- coefficient.

4. RESULTS AND DISCUSSION

The overall direction of the Operational Programme Competitiveness and Economic Growth
was based on macroeconomic factors, which affected the character of supported activities. To
measure the success and benefits of using EU funds, there have been identified criteria such
as the number of supported projects, new enterprises, and private investment in innovative
projects. The criteria for assessing the effectiveness and efficiency of use of financial resources
from the Structural Funds in enterprises were created in line with the main objective - increasing
competitiveness. These included mainly innovation and transfer of new technologies, invest-
ment in research and development, introduction of innovative processes, increase of revenues,
job creation, investments in the development of SMEs and the creation of sustainable jobs and

so on. (Eurdépska komisia, 2013).

Some of these criteria may be an indication of enhancing business competitiveness but they are
not a source or cause for this. For example, an increase in revenue or job creation may be an
indication of increasing competitiveness only if its source is the growth of labour productivity,
the introduction of new production techniques or new technologies, etc. Simultaneously, an
increase in revenue or job creation may be the result of using more factors of production; nev-
ertheless, by itself it does not necessarily lead to a labour productivity growth or an improved

competitiveness.

The list of indicators of economic activity of enterprises, which we offered as potential respons-
es, was based mainly on European Commission documents and the Operational Programme
Competitiveness and Economic Growth. We assigned them to a group of activities that increase

productivity, profit, and thus increase competitiveness of the company itself in the short and es-
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pecially in the long term. Those mainly include: transfer of innovations and new technologies in
production, labour productivity growth, introduction of innovative approaches to production,
value added growth and investment in research and development. The growth of production,
sales, profits, market share or job creation by themselves are not necessarily the reasons behind

improved business competitiveness and its sustainability.

The Ministry of Economy assesses the success and effectiveness of using financial support from
the Structural Funds in accordance with the criteria mentioned above. For example, its annual
report states that the greatest number of new jobs (14200) was created thanks to the initiative
Innovation and growth of competitiveness. 84 % (11860) of these were created in small and me-
dium-sized enterprises. The added value increased by 105.8 % over the previous year. The sales
decreased by 5 % in the subsidized companies over the previous year, but when compared with
the initial value of 2007 the sales increased by 22 %. The enterprises introduced into production
around 700 innovation of production processes thanks to use of funds. Innovative processes

contribute significantly to their development. (Ministerstvo hospodarstva, 2015b).

We have found out in our survey that the enterprises that we classified as small had the greatest
difficulties in obtaining support from the Structural Funds. Despite the fact that these compa-
nies are the most numerous in the structure of small and medium-sized enterprises, it was dif-
ficult to amass a sufficient number of small enterprises that received financial support from the

Structural funds for our research sample.

According to evaluation of the directors of small enterprises, the financial support from the
Structural Funds contributed to a growth of revenues, production volume and profit, and a mod-
erate increase in labour productivity. (See Tab. 2). The majority of directors of small enterprises
recognized these effects, but only 36 % of them had seen the growth of labour productivity,

which is at the level of statistical significance.

Tab. 2 — The economic results of enterprises which benefited from financial support from the

Structural Funds (evaluation managers, N and %). Source: authot’s own sutrvey

Directors of small | Directors of me- Managers of me-
enterprises dium enterprises | dium enterprises
Economic results
Number Number Number
. % . % . %
of replies of replies of replies
The growth of revenues 31 86.1 58 44.3 145 51.9
Transfer of innovations
and new technologies to 0 0.0 16 12.1 49 17.1
production
Lab ductivity
apour productivity 13 36.1 38 28.8 67 23.4
growth
The growth of the mar-
4 11.1 8 6.1 59 21.2
ket share
Creation of new jobs 6 16.6 51 39.3 129 45.1
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Th h of produc-
¢ growth of produc 26 7.2 83 637 137 479

tion volume

The introduction of in-
. . 5 14.0 57 43.2 93 32.5
novative practices
Profit growth 19 52.7 46 35.4 83 29.0

Investments into re-

1 2.7 33 25.0 62 21.7
search and development
Value added growth 3 8.3 6 4.5 34 12.0
Total: number / % N=108 0.0* N=396 0.0 * N=858 0.0 *

* The total sum of percentage points is greater than 100 because each respondent evaluated three positions in
the questionnaire.

The calculation of the level of significance of the data according to y? - coefficient indicates that
the significance was at the level N=9 and more responses or 25 %, at « = 0.05. Economic results
such as implementation of innovations and new production technologies, investing in research
and development, introduction of innovative practices in production and creation of new jobs
remained below the level of statistical significance. This means that financial support helped
small enterprises to improve their economic indicators. However, these indicators are not likely
to increase their competitiveness and especially not in the long term. In addition, in the enter-
prises that have experienced growth in labour productivity, they cannot expect an automatic

increase in their competitiveness indicators.

The directors of medium-sized enterprises extended the spectrum of positive economic results
in comparison with their colleagues from small businesses. Significant economic results were
not just revenue growth, production growth, profit growth and labour productivity growth for
them. The financial support from the Structural Funds contributed to the creation of new jobs,
introducing innovative processes and investing in research and development. Economic results
as transfer of innovation and new technologies, the growth of the market share and added value
growth remained below the level of statistical significance. The statistical significance of the
data according to y? - coefficient for this group of respondents is at the level N=33 and more

responses or 25 %, at a = 0.05.

The managers of medium-sized businesses were less optimistic than their directors. According
to the managers, financial support from the Structural Funds did not affect transfer of innova-
tions and new technologies in production, growth in labour productivity, growth in market
share, growth of investment in research and development and added value growth. The pro-
duction managers of medium-sized enterprises agree more with opinions of directors of small
enterprises than with their superiors. Economic results that are associated with innovations and
other sophisticated activities that contribute to sustainable economic development and competi-
tiveness of enterprises remained below the level of statistical significance according to managers.
The statistical significance of the data according to y? - coefficient for this group of respondents

is at the level N=71 and more responses or 24 %, at a = 0.05.

Evaluation of economic results of SMEs that did not have financial support from the Structural
Funds as a whole is different in that they do not have such economic results, which contribute to

increasing competitiveness and sustainable development. (Tab. 3).
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Tab. 3 — The economic results of enterprises that did not receive support from the Structural

Funds in the period 2007-2013 (evaluation of managers, N and %). Source: authot’s own survey

Directors of small | Directors of me- | Managers of me-
enterprises dium enterprises | dium enterprises
Economic results
Numb.er % Numb.er % Numb.er %
of replies of replies of replies
The growth of revenues 39 69.6 37 60.6 74 50.3
Transfer of innovations and
new technologies to produc- 1 1.8 4 6.5 11 7.5
tion
Labour productivity growth 27 48.2 22 36.0 39 26.5
The growth of the market
12 21.4 7 11.5 13 8.8
share
Creation of new jobs 5 9.0 27 44.2 89 60.5
The growth of production
47 84.0 39 64.0 83 56.5
volume
The introduction of innova-
. . 11 19.6 16 26.2 37 25.2
tive practices
Profit growth 19 34.0 18 29.5 62 42.2
1 tments into res h
nvestments into researc 0 0.0 g 131 19 13.0
and development
Value added growth 7 12.5 5 8.2 14 9.5
Total: number / % N=168 0.0 * N=183 0.0 * N=441 0.0 *

* The total sum of percentage points is greater than 100 because each respondent evaluated three positions in
the questionnaire.

While a certain part of the SMEs that received financial support experienced economic benefits
stemming from innovations and other sophisticated activities, the enterprises without financial
support experienced no such benefits. For example, small businesses according to evaluation of
their directors in the period 2007-2013 increased their revenues (69 %), increased labour pro-
ductivity (48 %), increased the volume of production (84 %) and profit (34 %). The impact on
sustainability and competitiveness cannot be assessed without assessing causes of the growth of
the mentioned economic variables. The level of statistical significance for that group of respond-

ents was valid at « = 0.05 at level N=14 or more responses, or 25 %.

Unlike the managers of small businesses, the directors and managers of medium-sized busi-
nesses perceived job creation and introduction into production of innovative practices as one
of the relevant economic results. The statistical significance was at « = 0.05 at the level N = 15
and more answers or 24.5 % for the directors of medium enterprises. The statistical significance
was at the level N = 29 and more answers or 19.7 % for the managers. Economic results that

remained below the level of statistical significance are: transfer of innovations and new tech-
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nologies, growth in market share, investment in research, development and added value growth.
However, it is evident that small enterprises were not successful in the effective use of financial
resources from the Structural Funds in comparison with medium-sized enterprises. Medium-

sized enterprises were only slightly more successful.

The overall assessment of the impact of financial support on the economic results of supported
and unsupported SMEs does not suggest the indication of relevant differences according to
our selected group of managers. Pearson’s calculated correlation coefficients show a strong or
moderate positive correlation with the tendency of high variability of variables (from r = 0.71 to
r = 0.91). Minimum relevant differences are recognized in the economic results of enterprises in
comparison with the evaluation between supported and unsupported enterprises. A strong posi-
tive correlation (r = 0.93) has a hierarchy of assessment of supported and unsupported business
according to the directors of small businesses, the directors of medium enterprises (r = 0.88)
and the managers (r = 0.92). All the values of the coefficients of correlation (r) are valid when

p <0.05.

We have observed that small enterprises, whether or not they received financial support, have
the same economic results. The situation was very similar in the case of medium-sized enterpris-
es. A common feature in these evaluations is that neither unsupported, which is understandable,
nor supported enterprises (especially small enterprises) achieved the economic results, which
increase their competitiveness, contribute to sustainable development, and which also fulfil the
vision of the EU Structural Funds and the criteria for the operational Programme Competitive-

ness and economic growth.

The persisting differences in evaluations of the Structural Funds’ effectiveness provide sceptics
with arguments about the effectiveness of EU Structural Funds. The European Union has set
itself the goal to become the most competitive and dynamic economy based on innovation and
knowledge with a high level of integration of countries and regions. According to Bachtler and
Gorzelak (2007), the differences between rich and poor regions grew. This situation persists for
regions and countries of the EU. For example, it is known that Slovakia was one of the fastest
growing EU economies in the last decade. Nevertheless, regional disparities increased and the
economic growth mainly happened in the wealthier regions of the western part of the country
(Slovak Business Agency, 2015). Slovakia does not converge with the developed EU countries,
and EU countries do not converge with world leaders in transfer of innovation, new technolo-
gies and knowledge-based economy. The cause of this situation may be that half of the Member
States of EU25 (today it is even more) have limited innovation capacities according to Tsipouri

(2004).

According to our findings, small enterprises are the least successful in drawing financial support
from the Structural Funds. There are various possible explanations of this state. One of them
may be a preceding idea of L. J. Tsipouri about limited innovation capacity. We have already
mentioned that individual entrepreneurs are the real subjects of an absolute majority of small
enterprises. It would be naive to think that an individual entrepreneur, who provides service
and repairs forklifts in stock in a nearby supermarket, will also be able to create sufficient capital
that can be invested in long-term issues such as research and development, transfer of innova-

tion and new technology, and so on. Moreover, many of these individual entrepreneurs are not
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executives as such, and they only work as independent contractors or employees. This means
that small enterprises do not have and cannot have the necessary capital, financial, technical,
organizational and human resources for the achievement of economic results that will contrib-
ute to their sustainable development and improving competitiveness in principle. This applies
also to several medium enterprises, which also do not have the above-mentioned capacities and
resources (Bhaird, 2010).

Another reason for failure is according to Bachtler and Gorzelak (2007) that economic mecha-
nisms are structurally underdeveloped in new member countries. These countries are unable
to effectively absorb financial support offered by the Structural Funds in conformity with the
objectives. If we examine this argument in detail, this issue includes social and legal systems, the
concept of democracy and not only in the sphere of management of public affairs, but also in
the system of economic relations and insidefactory democracy, value systems, traditions, moral
of people, etc. Many authors openly speak and write not only about ineffectiveness of the use
of funds, but also about clientelism, lobbying and overt corruption at the stage of applying for
financial support from the Structural Funds as well as in the process of drawing (Aidt, 2009;
Babitz & Havran, 2000).

If the system is not sufficiently developed for drawing of financial support, why was not support
policy made in such a form which is suitable for the existing underdeveloped economic system?
Does it mean that the EU cohesion policy was not fully adequate to the nature and status of SMEs?
Perhaps the authors behind the funding policy lack the inclination towards reflection and criticism,
and the recipients of financial support are interested primarily in receiving this support and not in
the quality of distribution policy. It is not possible to answer the above mentioned questions, nor
to answer a question about the unpreparedness of the economic systems of the new member states

without further academic research and generalization of practical experience.

In the case of Ireland, their successful use of EU funds was caused by Europeanization and state
adaptation to the values of the policy and practice of the EU, and by reorientation of domestic
policies, practices and preferences to create a multi-level management (Borzel & Risse, 2008).
There have been some concerns about sustainability of the impact of knowledge transfer from
management and partnership of the Irish multi-level model in the context of a formal system of
the Irish Government later. In general, if the required impact of EU cohesion policy should be
sustainable in the long term, then it is necessary to pay attention to the effective measurement

and explain the impact of EU policies on the country and its economy (Adshead, 2014).

One of the arguments attempting to explain the inefficiency of using the financial support from
EU Structural Funds (regarding the competencies of both EU and member states alike) could be
that the companies lack a straightforward strategy towards sustainable development, competitive-
ness and knowledge economy. The previous experience suggest two possible scenarios: either to
implement the prospective measures in all the companies (as it happened in Ireland); or to focus
only on the dynamically developing companies that would thus integrate into the developed global
system, while leaving the rest of the economy in a permanent low-cost and low-competitiveness
trap. The former is a win-win scenario for the European system of innovation, whereas the latter is
second-best. (Tsipouri, 2004). The solution of this problem requires not only evaluation and gener-

alization of previous experience but also further academic and scientific research.
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5. CONCLUSION

The evaluations based on the analysis of macroeconomic data point out the inefficient use of
financial support coming from the EU Structural Funds. Similarly, the results obtained through
the analysis of microeconomic indicators and the accounting of the selected companies, which
received financial support from Structural Funds, also confirm this inefficiency, both when it

comes to the funds’ overall goals and the conditions of their granting and redistribution.

In our research, we have assessed the efficiency of EU Structural Funds use based on the evalu-
ations of the managers of small and middle-sized companies. The overall conclusions of our
research do not differ from those mentioned above. According to the directors and operations
managers of small and middle-sized companies, the economic results of companies that received
support are comparable with those achieved by the companies without the financial support. In
general, the funded companies did not achieve such economic results which would contribute to
their competitiveness, sustainable development, and which would fulfil the criteria of EU Struc-

tural Funds and the Operational Programme: Competitiveness and Economic Growth.

The results of our research conclude that small companies were the least successful when it
comes to obtaining the financial support from the Structural Funds. The intended goals of
granting financial support from the Structural Funds, the criteria of its granting and the find-
ings of the analyses conducted by other authors all suggest that small companies as such do not
have organizational, capital and human resources needed for efficient use of allocated financial

support.

The further research into the nature and the structure of new member states’ economic systems
could contribute to answering the question why especially small companies are unsuccessful in
their use of the Structural Funds; however, this topic remains to be researched properly. Are
the new member states’ economic relations and mechanisms of inner democracy, their value
systems, traditions, morale, etc. developed enough, so that these states would be able to use the
financial support from EU Structural Funds efficiently and in accordance with the stated goals?
If the answer is ‘no’, then it implies that EU cohesion policy as such does not correspond with
the current state and the nature of small and middle-sized companies in the new member states.
However, neither this question nor the question regarding the lack of preparedness of new mem-

ber states can be answered without further academic research.

One of the possible explanations why small and middle-sized companies in the new member
states are so inefficient in their use of EU Structural Funds could be the lack of a clear strategy
that would lead to a transition towards sustainable development, competitiveness and knowledge
economy. Despite the fact that the previous results of this process pointed our two possible
strategies, neither EU nor the governments in the new member states managed to make a final
decision on which one to support and follow. To explain further, the decision was whether to
support the prospective measures in all companies or only in those developing dynamically. The
former option is not a guarantee of a successful convergence of economic system of new member
states towards the sustainable development and increase in competitiveness. In the case of the
latter strategy, the rest of the economy that remains without support will continue lagging in a

permanent low-cost and low-competitiveness trap.
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