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The article studies the relationship between innovative activities of micro-, small and medi-
um-sized enterprises and their business performance, including the export-oriented one. The
author’s hypotheses are confirmed by the analysis of the results of the survey carried out among
business representatives in Komarno district, Slovak Republic.
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. Enixo Kopmmapoc, Mownika I1limonosa
IHHOBALIMHA AISJIBHICTh MAJIOT'O TA CEPEJIHbBOI'O
BIBHECY B OKPY31I KOMAPHO (CJIOBAYYUNHA)

Y cmammi docaidxncerno 63aemo36’a30k mivxc IHHOBAUTIHOIO OIAAbHICMIO MIKPO-, MA.1020 MA
cepednbo2o OizHecy ma NOKA3HUKAMU 1020 yCniwHocmi, 30Kpema, y cghepi excnopmy. Aemopcoki
2inomesu niomeepoiyceno 3a pe3yibmamamu aAnaiizy 6ionogidei 6 onumyeaHHi npedcmasHUKI6
oOiznecy 6 oxpysi Komapno, Caoéauuuna.

Karouosi caosa: innosayiiina disavricms; maauii ma cepeduiil OizHec; okpye Komapho; onumy-
BaHHSI.
Puc. 3. Taba. 1. Jlim. 13.

Onuko Kopmmapoc, Monuka I1lumonosa
NMHHOBAILIMOHHAA AEATEJIBHOCTb MAJIOT'O U CPEJIHEI'O
BU3HECA B OKPYTE KOMAPHO (CJIOBAKWA)

B cmamve uccaedosana 63aumocenzv mexncoy UHHOBAUUOHHOU OeAMEALHOCMBIO MUKDO-,
Man020 u cpedHe2o Ou3Heca u NOKA3amenstmu e20 YCHewHoCmu, 6 4acmuocmu, 6 cghepe sKcnop-
ma. Asmopckue cunome3vt noOMeepPI’CcOeHbl 8 pe3yibmame aAHAAU3A OMBENI06 NPU onpoce npeo-
cmaesumeaeti 6usneca é oxpyze Komapno, Crosaxus.

Karouesvie caosa: unnosayuoruas 0esmenbHoCmb; Maablil U cpedHuti ousnec; okpye Komapro,
onpoc.

Introduction. Creating and maintaining quality business environment is a key
issue for developed economies. Small and medium-sized enterprises play an irre-
placeable role in developed economies, especially in workplaces creation and main-
taining regional development. Quality improvement in business environment reflects
not only enhancement of business activity but also contributes to increasing standards
of living and improved performance of economy overall.

The primary aim of this paper is to explore the innovation activity of small and
medium-sized businesses in Komarno district. We used the primary data collection
with this purpose.

Continuous monitoring of business environment is necessary to maintain long-
term economic growth, which is the basic pillar of business development and com-
petitiveness in Slovakia at international scale.

Literature review. Company, as the basic unit of economy is surrounded by exter-
nal environment — social, economic and technical environment a company can have
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impact on. Business environment has influence on business at certain stages, ¢.g. in
determining business objectives and while achieving them. The impact of the envi-
ronment on business is far more stronger, than the influence of business on changing
environment (Synek and Kislingerova, 2010).

There are numerous definitions of business environment by different authors.
A. Malach et al. (2005) defines business environment as an impact of those factors,
which affect business activity of a specific company. This influence can either simpli-
fy business activity (e.g., through tax advantage, clear legal system etc.), or can make
business activity more difficult (e.g., due to corruption, bureaucracy etc.).

D. Needle (2004) defines business environment as a collection of factors outside
an organization that affect its operation and mutually influence one another. He
claims that all businesses are limited by the environment in which they operate as well
as influence the environment they operate in. Considering the mutual influence of
these factors Needle identified 3 levels of interaction:

1. Local level — cooperation of businesses with local authorities; marketing and
personnel strategy is influenced by businesses operating at the same market; business
is influenced by regional policy.

2. National level — business is influenced by national environment, e.g. infla-
tion, employment policy etc.

3. International level — business is influenced by international policy, e.g. inter-
national pricing, supranational bodies in the EU etc.

He also emphasizes, that the ability of business to influence the environment is
decreasing as business is moving from local environment towards the international
one. The ability of business to influence the environment depends on the size of busi-
ness.

Different indices can be used to measure business environment. These indices
can be:

- unique — special survey is used to collect the necessary data about a chosen
objective;

- composite — index is derived on the basis of already existing research and
indicators.

Other perspectives provide the following division of business environment
indices:

- objective — calculated on the basis of objective measurable data;

- subjective — they are based on subjective opinion of respondents.

The Global Competitiveness Index (GCI) is the key element of The Global
Competitiveness Report, published by the World Economic Forum, whose local part-
ner agency is the Business Alliance of Slovakia (BAS). The GCI index focuses on the
evaluation of countries’ ability to achieve sustainable growth in the medium term and
ensure high level of prosperity for citizens. "The GCI index ensures the openness of
criteria, which correlate and never contradict. The evaluation provides a weighted
average of different indicators, where each indicator reflects a single aspect of the
complex reality, known as competitiveness. All the indicators are grouped in 12 dif-
ferent pillars — 12 pillars of competitiveness. The listed criteria are in correlation and
directly influence one another" (Hrecko, 2013: 50). The Global Competitiveness
Report (2014—2015) ranked Slovakia the 75st which is said to be improvement com-
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pared to 2013. Performance Director of Business Alliance of Slovakia, Robert Kicina
welcomed the positive result. After 7 years of worsening position as well as reaching
the worst ranking in 2013, the 2014—2015 report shows the strengthened position of
the country, increasing macroeconomic stability, decreasing deficit and better go-
vernment efforts against tax evasion. Kicina emphasized, that despite the fact
Slovakia has improved its position, the country has not reached a position among the
most competitive countries, where most of the EU countries are ranked, except
Greece and Croatia (The Global Competitiveness Report 2014—2015, 2014).

While conducting research on regional competitiveness, relative position of an
evaluated region is usually emphasized in relation to other regions.

P. Korec et al. (2011) based on the statement of B. Gardiner et al. (2004)
describe regional competitiveness as competitiveness at micro- and macrolevels,
while in most cases microlevel of firms and macrolevel of states is distinguished.
Competitiveness is neither an aggregate of firm competitiveness, nor a derivative of
national competitiveness (Korec et al., 2011).

Competitiveness of regions can be defined with indicators determining the com-
petitive ability of a researched region and its ability to compete with other regions as
well as the results based on regional competitiveness. Describing regional competi-
tiveness it is essential to combine indicators and results of competitiveness.
Summarizing approach was also used by I. Lengyel (2004), who combines indicators
and results of competitiveness in the pyramid of competitiveness, describing assump-
tions and outputs of a region. Success determinants are the base of the pyramid —
social and economic structure, regional accessibility, skills of workforce, regional
identity etc. The basic categories are in the middle of the pyramid, these categories
measure competitiveness and serve as the basis to increase performance of a region,
to enhance quality of life and living standards in it.

It is very difficult to determine, which factor and what measure can influence
regions’ competitiveness, because most of the factors are indicators as well as results
that influence one another. S. Rucinska (2008) provides the results of the researchers
from Cambridge Econometrics and professor R. Martin, who identified 3 types of
regions by competitiveness: regions with supply side, regions with increasing income,
technological regions.

When defining determining the factors of competitiveness, E.M. Porter (2004)
identified 3 types of competitive advantages, which categorize economices as a follow-
ing: economies oriented on expenses resp. production factors, economies oriented on
investment, economies oriented on innovation. Regions with orientation on produc-
tion factors compete with low expenses and low production factors. Regions with
investment focus are improving productivity and increase efficiency. Regions focus-
ing on investment will compete with innovative technologies, providing innovative
products and services.

The evaluation of business environment in Slovakia happens is usually demon-
strated through Regional Business Environment Index (RBEI) used by the Business
Alliance of Slovakia (BAS). The RBEI index is used to compare effectively different
districts of Slovakia. The index is made up of 106 independent indicators evaluating
different aspects of business environment. RBEI indices are measured on the scale
1—6, where 1 indicates the worst condition for businesses and 6 stands for the best
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condition. The mentioned 106 indicators are grouped into 8 pillars forming 4
subindices, each subindex consists of two pillars.

Table 1. The RBEI index for different districts of Nitra Region in 2010,
competitive regions 21 (PAS, 2010)

SR Nitra
KN |NZ |LV |TO [ NR |ZM | SA | Region
average average

Subindex I: Economic activity 3.51 |3.233.22|3.26|3.26(3.79|3.38| 3.6 | 3.39
1st pillar: Economic environment | 3.48 |3.34]3.38(3.35]| 3.4 [3.69]| 3.3 [3.56] 3.43
2nd pillar: Economic output 3.53 [3.13]3.09/3.18|3.15]3.87|3.44]3.63| 3.36
Subindex ~ I~ Public\ 54, |3,31333(3.36]3.363.01| 3.4 |346] 331
administration and legislation
Ist pillar: Legislation 4.19 14.19(4.41(4.19[4.28|3.78| 4.6 |4.34| 4.26
2nd pillar: Public administration 2.63 |247[2.47] 2.7 (2.64| 2.4 [2.89|2.77| 2.62

Subindex III: Technologies and | 5 3|5 gg13 11(301(3.08(3.25] 3.1 |3.31| 3.12

infrastructure

Ist pillar: Infrastructure 326 |2.83|2.93|2.86|2.85|3.07|2.77|2.85| 2.88
2nd pillar: Technologies 334 |3.16|3.31|3.17|3.33|3.45|3.47|3.82] 3.39
Subindex IV: Education and| 3,3 135 |329|324|343(3.74(3.47|3.63| 342
human resources

1st pillar: Human resources 3.68 |3.21[3.42]13.32]3.65|4.04|3.68|3.94| 3.61
2nd pillar: Education 3.16 2.95[3.07|3.11|3.01| 3.2 | 3.1 |3.07| 3.07
RBEI 343 [3.14|3.23|3.21|3.29|3.54|3.39|3.53| 3.33

Nowadays a business can remain competitive at saturated markets, if it intro-
duces unique and innovative ideas for consumers. Fast reaction to changing market
conditions is vital, because products lifecycle has shortened as compared to previous
years, and also consumers change products more frequently. To remain successful,
business should spend more and more on innovation (Marosi, 2014).
Competitiveness can be maintained, if one is able to react immediately to market
changes. Companies have to choose innovation process, which does not exceed their
abilities. In case of inappropriate decision, company will lack development in the
future. It is important to emphasize that those companies with lack of innovation will
not necessarily decline, but it is certain, that innovation has impact on competitive-
ness and influences the future of business. Nowadays open innovation is becoming
fashionable, bringing advantages as well as disadvantages to business. Open innova-
tion refers to the use of both inflows and outflows of knowledge, firms can and should
use external as well as internal ideas as they look to advance their technology.
Implementing a model of open innovation is associated with certain disadvantages:
revealing information not intended for sharing, implementing ideas, which do not
always fit company culture and clash of different viewpoints. We can benefit from
open innovation when ideas from different company culture make a product or a
service more successful (Frankova, 2011).

Innovation activity of small and medium enterprises (SMESs) in Slovakia is behind
other EU members. A survey conducted in 2010 shows that innovative activities and
policies of Slovak businesses is far below the EU average. The survey also shows that
innovation activity of businesses in 2010 increased by 0.63% as compared to 2009.
Considering the results of this research we can stated that even the smallest increase is
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recognised as innovation activity for small and medium businesses once they agree to
spend small amount of money on research and development (Sopkova, 2012).

Problem statement and research objective. The primary aim of the study is to
explore the innovation activity of small and medium sized businesses in Komarno dis-
trict. We used the primary data collection. To achieve the primary objective we need
to research the theoretical background first by studying domestic and foreign litera-
ture. We formulated the following assumptions before conducting our own research:

Assumption 1: Innovation activity is characteristic for small businesses in
Komarno district.

Assumption 2: Export-oriented companies are innovative.

Assumption 3: Innovative activity of microbusinesses is hampered by the tax sys-
tem, rules and regulations.

Conducting our research and collecting primary data we used a questionnaire.
The sample is made up of 100 small and medium sized businesses, located in
Komarno district. We used a random selection of companies by sending our ques-
tionnaire via mail. The questionnaire contains 36 questions examining businesses
from different perspectives. Following the general characteristics (main business
activity, year of foundation, legal form, number of employees) we created question
groups concerning the following: macroenvironment of the company, competitive-
ness, strategic management and innovation ability.

We applied mainly closed questions as well as questionnaire items under Likert
scale. The questionnaire research was conducted in February-March 2015. The sub-
mitted questionnaires were properly coded before answers were filled into a chart with
coded questions. We used Microsoft Excel for data processing.

We created auxiliary tables and graphs to make the interpretation of the results
more transparent.

Key result. From 100 companies surveyed, 34% are microbusinesses with max of
9 employees. The rest 66% of the companies questioned are either medium, or small
businesses (48% small, 18% middle-sized). The employee number of companies
reflects that the majority of companies are micro and small businesses. Concerning
the legal form: 41% operate on the basis of trade license, 37% are limited liability
companies. We can say that our sample reflects the established trend, because regard-
ing the foundation and management of businesses, the abovementioned legal forms
are the most common ones. Following the basic characteristics (legal form, the num-
ber of employees) we will analyze only those questions connected with innovation
and the assumptions stated above.

In assumption 1 we stated that small and medium sized businesses in Komarno
district can be characterized with innovation activity. To confirm or discard our
assumption we used two principles to examine businesses. We established the cate-
gories of micro- small and medium-sized businesses basing on the number of
employees. As a next step, we examined the level of innovation by categories created.
1% of businesses said that out any innovation activity has not carried since the estab-
lishment of business (for microbusiness, introduced in 2014 only this data is not sur-
prising). The rest of the companies declared innovation activity during their opera-
tion. Innovation activity can focus on the development of machine park, employee
training or accessing intangible assets, premises as well as innovation on them.
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Ono innovations O company's fleet
B education, training B purchase of tangible assets
K purchase of intangible assets B package

B premise
Figure 1. Categorization of companies by the number of employees and
innovation activities, own graph based on the questionnaire conducted

Figure 1 clearly shows innovation activities of the companies considering the
size. Microbusinesses seem to be more innovative in training and education of their
employees; 9% of the businesses involved in our research and popular among 26.4%
of microbusinesses. Most of middle-sized businesses have innovated since their estab-
lishment. The most frequent innovation activity is fleet innovation. 31.25% of small
businesses have realized this type of innovation (15% of the companies in our
research). Innovation in education and trainings were second. Middle-sized busi-
nesses also prefer fleet innovation, where 33.34% of the responding companies felt it
as the most important type of innovation (characteristic for 6% of the businesses
involved in our research). It is important to mention that all middle-sized businesses
in our research have carried out innovations since their establishment. Considering
the number of employees and innovation activity of businesses, we can declare that
microbusinesses invest into human resources and innovation of this type. Motivation
factor is catching up with competitors. They create a strong base for their activity to
achieve growth. Increasing the size of a company will shift emphasis on fleet invest-
ment, where motivating factor is proper technological background. Providing high-
quality products and services requires advanced machinery and equipment. This type
of innovation is represented by small and medium sized businesses in our research. By
the number of employees, 48% of businesses in our research are small or medium-
sized businesses, all declaring the presence of innovation activity. Our first assump-
tion is confirmed.

Our second assumption focuses on export activity of businesses. We grouped
businesses according their export activity, as we were interested in differences in their
innovation activity. 62% of businesses declared to have export activity. The result is
not surprising, because Komarno district is close to borders and intense export
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activity takes place here since cultural and language barriers are no problem for man-
agers.

O no innovations
O company’s fleet
O education, training

O purchase of tangible
assets

H purchase of intangible
assets

B package

El premise

Figure 2. Categorization of companies by export and innovation activity,
own graph based on the questionnaire conducted

Our second assumption is that export-oriented companies are innovative.
Figure 2 shows that export-oriented companies (inner ring of the chart) have all inno-
vated since their establishment. Innovation activity in export-oriented companies is
mainly focused on equipment innovation. 30.65% of these companies invested in
machinery and equipment. Our second assumption is also correct, export-oriented
companies are proved to be innovative. To maintain market position and remain com-
petitive constantly developing business environment, innovation is important for
export-oriented companies. Needs and preferences of foreign customers are the ca-
talyst of innovative activity.

During our research we also checked the factors supporting and hampering
innovations. The companies answered questions about the predefined factors. We
used the Likert scale, value 1 expresses hampered innovation activity, 5 stands for fac-
tors motivating innovation. Our last assumption on innovation confirms that innova-
tion in microbusinesses is hampered by tax system, rules and regulations. To confirm
our assumption we categorized the companies by the number of employees. In differ-
ent categories we examined and presented the values with the help of weighted arith-
metic mean.

Our research can confirm that tax system, rules and regulations as well as low
innovation ability can hamper most innovation activity in microbusiness (2.74). The
effective team proved to be the catalyst of innovation in these businesses (3.14). Low
innovation ability (2.98) is the main obstacle of innovation in small businesses, while
effective team (3.54) similarly to microbusiness is the catalyst of innovation.
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Medium-sized businesses also blame the tax system, rules and regulations (2.78) for
low innovation activity, while research and development, cooperation of production
and marketing (3.44) contribute to increased innovation. Neither we can confirm or
discard our third assumption, because the factor hampering innovation activity of
microbusiness is not only the tax system, rules and regulations, but also low innova-
tion ability of these businesses.

Tax system, rules and
regulations

Motivation system > Low innovation ability

R&D, cooperation and

. Customers' demand
marketing

Effective team Company's structure

Supporting company s

Cooperation with suppliers
management

—&— micro business —#— small business —&— medium-sized business

Figure 3. Factors influencing innovative activity considering companies size,
own graph based on the questionnaire conducted

Conclusion. Innovation and development are important for companies in com-
petitive business environment. Innovation is the key to satisfy consumer demand and
remain competitive at the market. In our research, we randomly chose and asked 100
companies in Komarno district about their innovation activity and set 3 assumptions
about them. As 48% of the companies in our research were small companies, they
have declared the presence of innovation activity since their establishment, so our
first assumption proved to be correct. Our second assumption was that export-orient-
ed businesses are innovative. Analysis of the data shows the correctness of the second
assumption, export-oriented businesses indeed are innovative. It can be explained by
the fact that constant development and innovation are essential for competitiveness.
We also explored the factors hampering and improving competitiveness to confirm
our third assumption. Our third assumption stated that tax system, rules and regula-
tions hamper innovation activity of microbusinesses. Neither we can accept, nor dis-
card this assumption. Our research results show that tax system, rules and regulations
can hamper innovation, but similarly the company’s low innovation ability can be an
obstacle to innovation as well.
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Small and medium-sized businesses in Komarno district put emphasis on inno-
vation activity regardless whether they fall into micro or small business category. The
results gained can lead to further research to get a more accurate insight into the
innovation potential of businesses.

The study is an output of the research project VEGA 1/0381/13 "Evaluation of inno-
vation potential of business networks in early stage of formation" running on Faculty of
Economics, J. Selye University.
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