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Abstract:

Entrepreneurship has become the basic point oft@feeoperation of the market economy, respectithdysegment that

makes from the economy the market economy. FoSlthek Republic, whose main objective is to reaehlekel of

developed European countries in the shortest plessitme, has business development extraordinanoitapce. The

main objective of this paper is to describe thaiaibn of SMEs in Slovakia as well as competitivenasthese
enterprises. This paper consists of three mainiaest The first section deals with competitive adage, which is the
necessary factor in competitiveness building. Tw@sd section is about competitiveness in genemlcmpetitiveness
factors for SMEs. In the key third section you iad information about competitiveness of SlovalESMvhile there is
information about GCI index, SWOT analysis of SM&®npetitiveness in Slovakia, most important factafrSlovak

enterprises competitiveness and also problemsovb&ISMESs.
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1 INTRODUCTION

Small and medium enterprises (SMEs) have an
irreplaceable contribution to the economic growth,
employment and competitiveness of each country, but
because of their size, they are sensitive to clamgthe
external environment and their productivity is dising
with the existence of barriers of entrepreneursk).
Because small and medium enterprises are unable to
maintain control over the markets on which theyrafe
they face a higher business risk and have inseffici
capital, it is necessary to realize active and atiffe
support to maintain or increase their competitiwgsnand
then subsequently help to increase the competiés®nf
the country as a whole. [17, 30]

It can be said that the development of small and
medium enterprises is one of the priorities of $hevak
economic development. The most important factor of
this development is the creation of an appropriate
business environment, which supposes simplificadiotnh
clarification of legislation, reduction of adminiative
and tax burdens, reinforcement of the supporting
infrastructure and improvement of access to cap@al
the entrepreneurship development assist variousrfac
such as, state support, cost-related investments an
investments related to company operation. In tloaeH
Republic, entrepreneurship, and especially
entrepreneurship of small and medium enterprisas, h
an irreplaceable role, especially in the area di jo
creation and regional development. [21]

2 COMPETITIVE ADVANTAGE AS THE
NECESSARY FACTOR IN
COMPETITIVENESS BUILDING

Business success in a transparent and harmonic
market economy is generally linked to the acquisiti
and maintenance of a competitive advantage. The
structure of the competitive advantage is also dhio

the growing complexity and dynamics of the business
environment, and thus traditional perception, which
emphasizes only some of the competitiveness
components in a one-sided way, is currently inadexju
The competitive advantage is transformed into a
phenomenon that is multi-component, multi-layer,
dynamic and complementary. [1, 2]

The competitive advantage can arise only under
favourable conditions that create disparities betwe
enterprises. Disparities between enterprises cdlise
characteristics of their external and internal emwvinent.

[9, 25]

External conditions in many sectors are, for
example, price indices of input raw materials, cfemnof
exchange rate, tighter specification of environraknt
standards and others. These changes of external
conditions result in a competitive advantage onhew
they have different effects on enterprises duehgirt
different resources and capabilities. The abilitycteate
a competitive advantage depends on the size, vigsiab
and complexity of external change, and on the asizbe
differences in quantity and the quality of internal
business environment. [4, 5]

The requirement of competitive advantage
existence is the defectiveness of competitive mees
In the markets can raise deficiencies that provide
opportunities for competitive advantage creatioat th
closely related to the existence of available resesi
This includes deficient disposal with information,
transaction costs and systematic trends in theviaima
of market participants. [8, 27] The temporary and
unstable nature of the competitive advantage in the
trading markets is the consequence of the resources
nature that is necessary for competition, suchresée
and information. Because finances are a relatively
homogeneous resource, they provide a competitive
advantage in the markets in case of unusually large
transactions. Information is highly differentiatexhd
offers bigger potential for the competitive advasta
Because they are easily portable (like the finanhabe



competitive advantage
collapse quickly. [7, 28]
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Fig. 1 Sequence information — reaction — innovatiatompetitive advantage [6]

Internal conditions that are
competitive advantage creation are
innovations. Innovations are commonly identifiecthwi
technology and are the materialization of new keolgke
in the form of new products or production processes
the wider meaning (business context)
innovations also new approaches to doing busifjiss.
26] Innovative business strategies include new ways
competing. Unconventional strategies are becomimg a
instrument for achieving excellent results. Modern
successful enterprises are increasingly giving hugse
activities that aren’t the source of a competitive
advantage, and they concentrate only on thoseitssiv
in which they are excellent in comparison with thei
competitors. Sequence information — reaction -
innovation — competitive advantage is in Fig. 1.

important for

3 COMPETITIVENESS AND
COMPETITIVENESS FACTORS FOR
SME’S

Competitiveness in the field of entrepreneurship
is very actual topic and is the subject of discussiat
national, respectively international level, and exsally
in the EU context. The concept of competitiveness i
very common nowadays. Despite the fact that moce an
more authors are concerned with the analysis of
competitiveness, so far there is no uniform debnitof
competitiveness in the literature. This is becaofséhe
fact that it is possible to look at competitivenéssn a
number of perspectives. [10, 20, 29]

represented by

represents

It can be analysed at different levels, e.g. atltev

e Product.

e Enterprise.
e Sector.

e Country.

Significant factors of increasing competitiveness
at the enterprise level (including SMES) includes th
application of modern methods in management and
marketing, increasing labour productivity, applioatof
modern research, science and technology into peacti
Providing services includes a better work orgaiorat
the ability to implement innovations in a timely mmer,
work improvement with human resources, increasey t
value of human capital for employees, -effective
motivation to work and work with prospective and
talented employees. [13] The individual verticaldis of
competitiveness and their factors M. E. Porter doad
and thus provides a systematic approach to expladh
predict the business competitiveness, as show2Fig.

The flexible and efficient organization of business
processes  positively influences the  business
competitiveness. Traditional approaches and cosacept
are no longer sufficient to ensure future compaditess.

A German survey conducted by 175 SMEs managers
was aimed at assessment of the factors impact en th
business competitiveness. Particularly importactois

of competitiveness were identified the factors thet
listed in Table 1. [16]

Macroeconomic, political, law and social factors

Sophistication of
business activities

Macroeconomic competitiveness

Development of

hl Icinacc f‘II ictarc

Quality of
microeconomic

hiicinace anviirnnmant

Fig. 2 Business competitiveni [12]



Table 1 Factors of competitiveness of SMEs [23]

4 COMPETITIVENESS OF SLOVAK SME’S

The measurement of competitiveness is carried
out by the World Economic Forum through the Global
Competitiveness Index (GCI). The index is built b2
pillars of competitiveness and provides a comprsiven
picture of the competitive environment in countrigfs
the world at various stages of development. Thecbas
pillars are [14, 22]:

Institutions.

Infrastructure.
Macroeconomic environment.
Health and primary education,
Higher education and training,
Goods market efficiency,
Labour market efficiency,
Financial market development,
. Technological readiness,
10.Market size,

11.Business sophistication,
12.Innovation.

CoNoUA~AWNE

In Table 2 is the Global Competitiveness Index
(GCI) in 2016. The Slovak Republic ranked in thacel
65th.

Table 2 Global Competitiveness Index (GCI) in 2016

Country/Economy Score (0-100) Position
Switzerland 5,81 1
Singapore 5,72 2
USA 5,70 3
Netherlands 5,57 4
Germany 5,57 5
Sweden 5,53 6
United Kingdom 5,49 7
Japan 5,48 8
Hong Kong 5,48 9
Finland 5,44 10
Czech Republic 4,72 31
Poland 4,56 36
Slovak Republic 4,28 65
Hungary 4,20 69

Factors of competitiveness of SMEs The importance of the factor for SMEs
Customers 96%
Competence of co-workers 93%
Quality 84%
Costs 79%
Innovative ability 76%
Internationality 55%
Organizational structure 54%

Over the last twenty years, the Slovak Republic
has worsened severely from its position and sif® 2t
has dropped up to 40 places (2013) and now is Stie 6
position, as it is documented in Table 3.

Enterprises in Slovakia (including SMESs) are in
the environment that is characterized by increasing
market openness and integration of the economilis. T
causes importance growth of mutual comparison of
individual enterprises, countries and regions. Tisuee
successful and long-term progress of SMEs and also
their competitiveness, it is important to objechyve
evaluate the current situation in which are nowv&ko
SMEs.

According to the EU rules is a decisive factor of
competitiveness the innovation, which is reflectad
these forms [23]:

e Restoring and improving the range of products
and services and expansion of relevant markets.

e Creation of new methods of production, supply
and distribution.

e Indication of changes into management, work
organization, working conditions and know-
how.

« Skilled labor force.

SWOT analysis of SMEs competitiveness in
Slovakia graphically displays Table 4.

Based on the research study of Research
Department of the National Bank of Slovakia were
identified the most important factors of Slovak
enterprises competitiveness, which is clearly shamvn
the Table 5, while factors of competitiveness are
arranged according to their importance, from most
important to least important.



Table 3 Development of Slovak Republic posftiom the perspective of GCI index [15]

Year o - N ™ < [To] © N~ [c0) (2] o i N ™ < Lo ©

o o o o o o o o o o - -« - - - — —

o o o o o o o o o o o o o o o o o

N N N N N N N N N N N N N N N N N

Position | 38 | 40 | 49 |43 (43 |41 |37 |41 |46 |47 |60 |69 |71 |78 | 75 | 67 | 65

SR
Change 2 |9 |+6 |0 +2 | +4 |4 |5 |[-1 |-13 |-9 -2 |-7 |+3 | +8 | +2
Table 4 SWOT analysis of SMEs competitivenesoira§h [23]
Strengths Weaknesses

Labour flexibility.

High motivation to performance at the owners.
General advantage of SMEs as the knowledge of local
markets, respectively ability to flexible respordsnarket
development.

Production with high energy intensity.

Lack of orientation in the support for SMEs.
Backwardness in the area of new technologies.

Lack of knowledge and experience in the area ofagament
and marketing.

Prevalence of production with low added value.

Lack of available financial resources in the enisgpin the
field of intellectual property and business laws.

Opportunities

Threats

Higher utilization of support programs for SMEs.

. Wider penetration in the European single market.
Extension of cooperation between enterprises ia afe
common interest, building of cooperation networkd a
clusters.

Support of SMEs through the development of research
innovation and technological development, respebtiv
collaboration with research institutions.

Enhancing technical and technological backwardogss
enterprises due to lack of financial resources.

Impact of the financial and economic crisis.
Competition from the large enterprises.

Departure of highly skilled workers abroad.

Table 5 Most important factors of Slovak enterm@isempetitiveness [24]

Intradepartmental factors

management professionality,

quality of enterprise management,

focus on costs reducing (production price),
efficiency of business management,

range of communication technologies utilization,

Branch factors

customers' requirements,

availability of qualified and experienced managers,
nature of competitive advantage,

offer an adequately skilled labour force,

existence of developed customer industries,

the EU market.

didn’t use the financial,
assistance from

Macro-level factors EU membership, e
energy costs,
euro utilization,
exchange rate stability,
quality of transport infrastructure.
The results of the most diverse surveys conducted 1able 6 Share of export in total turnover in seect
on a sample of SMEs indicate that Slovak SMEs don't Slovak SMEs [23]
fully utilize the benefits offered by EU membership Share of export in total Number of SMEs
Access to the EU markets is not obviosity for Slova turnover
SMEs, but nearly 1/3 of surveyed enterprises operat enterprise doesn’t export 66
more than 70% 7
The paradox is that, despite the fact that small less than 70% 2
businesses don’t have sufficient financial resajres less than 50% £
revealed from these surveys, nearly 97% of entsepri less than 30% 9
respectively non-finahcia ESSER0 L
the EU. Slovak SMEs perceive
The most frequent response was that the

constantly increasing competition in our market.eTh
positive is the fact that they know that on thduxfof
competitors must respond. Almost 65% of enterprises
react to increasing competition by improving thalgy

of their products and services.

enterprise doesn’t export, which introduced 2/3 of
respondents. This response was significantly reptes
in the category of micro enterprises with up to 9
employees (80%) and also in all business sectarspex
for businesses oriented on industrial productict¥4p

It can be said, that despite the significant change
that occur in recent years in the field of SMEs in



Slovakia, there are still several problems thatvésy
important to face (particularly small enterprises i
Slovakia). Biggest problems of Slovak SMEs are rdhme
in Table 7. [19]

" Controlling innovation of the industrial companies for the
sustaining and improving their competitiveness' .

Table 7 Problems of Slovak SMEs

Problems of Slovak SMEs in
the phase of business start-uf

Lack of input capital,
Contracts obtaining,

Passing distrust.

Obtaining the place in the market,
Provision of materials, machines, respectively eosk
Legislative problems (registration, authorization),

Problems of Slovak SMEs in
the phase of business
development

Financial difficulties,
Tax and other burden,
Sale difficulties,

Insufficient infrastructure,
Relations with local government.

Other barriers that decrease business success in
Slovakia are:

» Relatively small capacity of Slovak market for
specialization.

* Low purchasing power of the population.

» Recession and disruption of certain markets.

* Insolvency of large state-owned enterprises,
public sector, educational system, respectively
public health.

» Insufficient market protection.

» Difficulties with capital.

5 CONCLUSION

Available statistics about SMEs show that more
than 40% of small business owners will end their
business in the first year and 80% in five yearant
these statistics logically results the fact thdt, an
entrepreneur makes a strategic mistake, he carcisxpe
end of his business in a very short time. Erroas ttcur
at the beginning can decide about the very fastoé e
business. And these errors have committed thousainds
people and are well known and thus business caiu avo
these errors. If a beginning entrepreneur learms fihe
mistakes of others, he can eliminate a number of
problems before they arise.

In principle, there is no way to eliminate all the
risks associated with the establishment and oeraif
SMEs. The chances for success can entrepreneur
increase by good planning. A good starting pointois
evaluate your strengths and weaknesses as welieas t
opportunities and threats that are on the marlat ttre
entrepreneur decides to enter. [18]

Experiences in business are coming gradually, so
it's good to learn from others — especially fronosth
successful. This is not just related to the begigrof a
business when the entrepreneur usually consults
problems with friends, family or acquaintances, but
especially the stages that start after the beginainthe
business.
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