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Abstract:

Since the end of i af the last centiry Small and Medium Sized Businesses hove gained a high boom not only in Europe
bt alse in the United Stares and in Japan. Todgy, SMEs are coniriburing o the saludfon of wnemployment problems and
icr the GOP all over the world. The aim of this article is not 1o give information on the entrepreneuriol policy in the EU
bt to inform about the SMEs in the Czech Republic. This article {s baved on the research prepared and srponised by
students gf the Faculty of Economics of the West Bofemion University in Pilsen in the frame af the subfect “Strategy af
Crech Businesses in the Pracess of the Evvopean Integralion™,

Kep wards: Definttton of SMES, SMEs — Chaflenge for Ertrepreneurs in the Czech Republic, Barriers for Doing Business,

Readiness for Common Eurepean Market

1, Definition of Small Business

Specifying any size standard to define small business
is necessarily arbitrary becawse people adopt different
standards for different purposes. Legislators, for example,
may exclude small firms from cerain regulations and
specify ten employees as the cut off point. Moreover, a
business may be described as small* when compared to
farger firms, but Jarge®™ when compared 10 smaller ones,
Most people, for cxample, would classify independently
owned gasoline stations, neighbourhood restaurants, and
locally owned retail stores as small businegss, Similarly,
most would agree that the major automaobile manufactures
are big businesses. And firms of between sizes would be
classified as large or small on the basis of individual view-
poITLs,

Even the criteria used to measure the size of business
vary, Some criteria are applicable 1o all industrial areas,
while others are relevant only fo certain ovpes of business,
Examples of criteria uscd to measure size are [1]:

1. Wumber of employecs
. Sales volume

Assel size

. Insurange in force

. Volume of deposits

L fuo s b2

The first criterion listed above — number of employ-
ces — is the most widely used vardstick. According to this
criteria the division of SMEs in EU', United States and
Japan is different [21.

In the EU the SMEs sector consists of well over 16
million enterprises. Of these, 99.8% employ less than 250
employees and are thus to be considered o be SMEs.
Owver 15 million enterprises employ less than 10 employ-
ees (very small enterprises); half of these no employess at
all, providing emplayment for the entreprencur only.

The average enterprise size varies preatly between

countries. [t is lowest in the southern countries — Grecee,
ltaly, Spain and Portugal — and in Finfand and lceland.
Three of these countries are alse very small dominated
(Greece, Italy and Spain). Average enlerprise size is great-
est in German speaking cousniries as well in the Nether-
lands. In the other countries, enterprises size is close to the
LEurope — 1% average [3].
Though on average in Europe —19, labour productivity in
SMEs is below that in large emerprises, this does not hold
for all countries. Especiafly in Belgium and the United
Kingdom, labour productivity is significastly higher in
SMEs than in large enterprises,

Growth of the number: of enterprises is the result of
business dynamics: new enterprises are formed, while
other, enterprises disappear. During the 1988 — 1990 pe-
riod, the number of enterprises increased strongly, the
most rapidly expanding  industries being  Wholesales
Trade, Transpert and Communication, and Producer ser-
vices. During the 1990 — 1993 recession, the increase in
the number of SMEs slowed down. During the 1994 —
1999 period the nember of enterprises accelerated.
Though the growth rate has been lower than during the

1088 — 1990 perind [4].

Tafle I: SMEs zccording to the number of employees (In: The European Ob-
servatory for SMEs, Turopean Network for SME Research, Annual report 2 SMEs - Challenge for En-

1999) trepreneurs in the Czech Re-
R 10 -49 50249 250 - 489 = 500 public

U [Mery small  [Small fiedium sized [ arge Large Since 1990 in the Czech Republic

. 5. AlSmall Medium sized Medium sized Medium sized Farge SMEs have gained an ever higher re-

Hapan [Emall [Medium sizad |Large Large Large pute, Now, SMEs arc playing an impor-

EL Commission pdopted this decision in 1995, This classification has been valid since the 1™ Tanuacy 1994,
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tani role in the economical life of our country, especially
as creators of new jobs. But entreprencurs have to solve
some administrative problems and to face a strong compe-
tition on the European market. Will the imegration of the
Czech Republic into the EU be for them a challenge ora
threat? The importance of SMEs in national economy is
evident in Table No. 2,

According to this tablet we can state, that the percent-
age rate of SMEs is similar as one in EU and that SMEs in
the Czech Republic are creating approximately 60% jobs,
This contribution to the labour marker and to the economi-
cal development is very importam and that is why the
gavernment of the Czech Republic has been endorsing
singe 1992 Programmes supperting SMEs (The fotal sup-
port in 2000 represented 1 670 millions K&). In spite of
the strong financial support the entrepreneurial activity in
the Crech Republic is not sufficient.

That is the reason why we organized the large research
concerning entrepreneurial environment in the Czech Re-
public. Students of the Faculty of Economics {University
of West Bohemiz in Pilsen) asked not only ¢itizens — po-
tential entrepreneurs - {sample of [0} persons) 1o recog-
nize their willingness to starr own business, but also 40
entreprencurs to betfer understand their major prablems.

Questionnaire No. 1 — Citizens — potential en-
frepreneurs
The compasition of respondents was as follows:

Taogethar 100 respondents

Sax a0 men and 50 women

mMumber of respondents in 20 — 22 years old - 15 man
the following age categories  and 15 women

30 — 39 years old - 15 men
and 15 women

40 — 449 years old - 10 men
and 10 women

50 — 58 years old - 10 men
and 10 women

Basic school - 20 respan-
dents {12 men, B women}

Education of respondents

Secondary school - &7 re-
spondents (27 men, 30
women)

Graduated - 23 respondents
{12 men, 11 women}

Asked questions
|, Are vou entrepreneur 7 [F not, answer question Mo, 2.
2. Do you wani to start own business?

Results

Question 1.
Maobody was entreprensur.

Tabfe 2: SMEs in the Crech Republic (enterprises and
emplovees in percentage) (In: C5U Review 1900)

‘Sector of national economy SMEs '| Employses

3 : A%} (%)
Indusiry 99,37 4562
Building Industry 95,58 76,75
Cammenca 99,94 E1,85
Hotels and Catering 8594 B5.87
Transpaort G869 22 RT
Banking, Finance and Insurance | 99,71 19,23
Services 90,93 B3.75
Agricufture 40,82 &276
Total 508,80 59,12
Question 2.

Tabie 3: Willingness 10 starl business according to the sex
and the age — Men,

M Yes Mo
20 - 29 years old 40% G0%
30 — 3% years ald a0% 40%
40 — 49 years old 0% 0%
50 - 59 years ald 10% | 0%

Table 4: Willingness to start business according to the sex
angd the age — Womean,

Women ¥es © | Mo
20 — 29 years old 26% T4%
30 - 38 years old 33% B7%
40 = 49 years old 10% A%
50 — 889 years old 100%

Table 5: Willingness to start business according 1o the sex
and the education - Men.

‘Men wYag Mo
Basic School 100%
Secondary Schaol 28% T2%
Graduated 0% | 90%

Table 6; Willingness to start business according to the sex
and the cducation - Women,

Men" Yes Me
Basic Schael 100%
Secondary School 165%: 84%
Graduated 4% 5%
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As we can seg, the most important demographic group
for creating own business are men (20 — 39 vears ald, sec-
ondary school). As for women, “the best demographic

Fable 10: What kind of information do vou need on com-
mon Burapean marketl?

category” is the same. But women are afraid of risks and Legislative Rules 25%
ungertainty much more than men. Infermation (in general) 13%
. . Information on Bankin 12%
Questionnaire No. 2. — Entrepreneurs and E
their major problems Exporl Possibilities 9%
Business Contacts B%
Asked questions . . Infarmation an New Technologies B
1. What are the barriers for an entreprensur-beginner in ;
the Crech Republic? Infarmation on Duty Rules &%
2. What are limited factors for a growth of a business? Certification Conditfions Fug
3. Are you preparing vour business for a strong European ;
competition? Information en Common European Market 2%
4. What kind of information do vou need on the common Information ¢n EL Bodies A%
European market? = —
; : " ; Tender Conditions %
5. What authority should bring you information on the . At
commoen European market? Infermatien on Quality Management in EL 1%
Conditions for Integration inta the EU 1%
Tabfe 7: What are the barriers for an eniréeprencur- Information on Structural Funds 1%
beginner in the Czech Republic? OtRer Infarmation A%,
Taxes 61% Dan't krow 3%
EShortags of Own Capital 9%
Shortage of Finance for Investment 330; Table 11: What authority should bring you information

Shortage of Finance for Doing Businass (in gen.} 35%

an common European market?

Getting Area for Creating Business 13% el i
Administrative Barriers 13% b el ] 20%_.
Zacial and Health Insurance Registraiion 8% L e
Commurication Media 8%
Table 8 Whal are limited factors for a growth ol a busi- Local Authorities %
ness? Euro Info Center 4%
High Taxes and Social and Health Insurance 45% State Bodies A%
Shortage of Capilal for Expansion 33% Govarnment 2%
Shortage of Qualified \Workers 483 Crech invast 8
Shortage of Qualified Mangers B2% Czach Trade 184
Ingufficien Demand B3% Trade Unions 1%
Legislature 54% Others 1%,

Table 9: Are you preparing your business for a strong
Eutopean competition?

Bibliography:
[1] Longenecker, 1. G.; Moore, C.W.: Small Business

- Management, South-Western Publishing Co. 1901

Very intensive 8% [2] European Commission: Enterprises in Europe, Val, 1,

Partially 23% Luxembirg 1994

A lite bi 0% [3] The Evropean Observatory for SMEs, European Mer-

i work for SME Research, Annual report 1999

Mot at all 408 [#] Ewrostat and European Economy, Supplement A,

Brussels, 1999, and OECD: Econemic Outlook, Paris 1999
E+M Special lssue/2001

page 57 J




