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Anotece: Malé a sifedni podnify hreaji dileZivon reli v ndrodaim hospodafsii Ceské
republity. Fyznmmnym zpisobem se podilefl na tverbé novich pracovuich prileiitosti, investic
@ HDF. Viemo krdtkém prispévi jsou prezenioviny nékterd dilel wispipy cheghleiiiko
vizkumu, &tery byl studenny Fakuliy ekonomickeé Zapadodeské univerzity v Plani realizoven ng
Jare ohoto roxw. Vizkum byl zaméren na posouzeni pFinoyu malych a stfednich podniki pro
frospadaflsay rozvol oblusti v desko — némeckeém pohramic,

1. Definition of the SME sector

Small and medium-sized enterprises  distinpuish themselves, in contrast with large
cnterprises, with some quantitative and qualicative characteristics.

Considering the charactenistics, we consider in the first place the so-called | entreprencurial”
personality of businessmen, which comprises independence and the ability 10 gencrate a profit
and 1o lead persenncl.

Considering the qualiative characteristics, we consider the pumber of employees, the
profit. the turnover, and the market share. As mamiained by the Statistical Office, eaterprises
hive been classified n the Czech Republic according 1o the number of employees since 1. 1.
1997 as follows:
= small companies with up to 20 emplovees
- mid-size companies with up 1o 100 cmployees
- large companies with over 100 emplovees

The following eriteria are used for the classification of enterprises in the EU:

- milgro-companies with up to % cmplovees
small companies with 10 to 49 employees, annual temover under 7m ECL ar annual
balance ol trade wnder Sm ECU and not more than 253 of capital held by one or more
epterprises which do not meet the criteria for SME,
mitd-size companies with up 50 10 249 cmployees, annual mrnover under 40m ECLL
annuai balance of rade under 27m ECU; no more than 25 %% of the capital held by one or
more cnterprises which do not meet the criteria for SME,
large companies with more than 250 employees
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Table 1: Small and medium-sized enterprises in the Czech Republic

| National Economy Sector SME (%) Employees (%)
[ndustry 0o.37 45,62
Construction igd.us.n-:.- a9 B8 675
| Trading 454 B1.55
Hotels and restaurants o4 | 86.87
| Transportatian 99,0 _ 2287
 Banking and finance 9971 ! P23
Bervices 0G93 83.75
Agrricibiure 99,83 : 276
L TOTAL ) | 99,80 | 59.12

[Source: Czech Statistcel Office Report 1999

2, The economic importance of the SME sector in the Czech Republic

$mall and medium-sized enterprises make up & majar sertfement of the national economy.
According 1o figures published by the Ministry of Industry and Trade, the share of small and
medium-sized enterprises in the generation from GDI grew from 21.4 % in 1996, to 40.4 % in
wear 2000,

[n 2000, SMEs made up 99.8 % of all going congerns (incorporated companies accaunting
for 13.4 % and self-employved individuals for 86.4 % of this)

The shere of SMEs in total employment is 59.5 % (the share of incorporated companies
being 43.2 % and that of sclf-employed individvals 163 %) In total output it is 32.8 %
(corporations 39.1 %, individuals 13.7 %); in added valuc generated it is 52.6 % {corporations
39,2 % individuals 13.4 %); and in wape costs (without OON) 54.7 % {corperations 44.2 %%,
individuals 0.5 %). The share of 3MEs in total investments 15 40.6 % (corporations 2.8 %,
individuals 5.0 %),

Table 2: The economic importanee of the SME sector (share in pereentage)

\ SMEs Corporations | Individuals |
Employment D 43.2 16.3 !
Total Quiput 52.8 349.1 o |
Adlided Value 52.06 19.2 12.4
Wage Costs 347 342 0,5
Total Investments a0.6 3.6 | 8.0 4‘

[Bource: Crech Staristical Oifice Report 2000}

In terms of their share in total employment in 2000, it was Jargest in restaurants at 85.9 %,
in agriculture al 84.6 %, in the service sector at 220 % in trading al 799 %, and in the
construction industty at 78.5%. Below average share of SMEs in employment was in the
financial sector {15.7 %), in tansporiation (24,1 %), and in industry (46.6 %o},
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In terms of added value, 2000 was most significant for small and medium-sized enterprises
i the service sector (851 %), in trading (8465 %), in restaurants (763 %) in apriculture
(82.6 %%} and in the consouction industry {73.6 %}, Below averape share of SMEs in added
value was in the financial sector (11,9 ¥, in ransportation (30,0 %), and in industry (36.2 94).

small and the medium-sized enterprises are directly ‘involved in foreign trade, While the
participation of self empleved individuals is trifling since it amounts to some 0.1 % of the fotal
lorcign-trade tamover, the share of corporalions is more significant. In 2000 the share of smal
cnferprises (up to 49 employees) in exports was 143 % and the share of mediunt-siced
enterprises (befween S50 and 249 employvees) accounted for 21.8 % SMEs shared in 36,1 % of
the total export umover, The share of smal] cnterprises o imports was higher, in COMIPATISON
with exports, amounting to 26,4 % of the total. The share of medinm-sized enterprises in imports
amounied 229 %, a value comparable with their share in totat expons. Taken as a whole, small
arul medinm-sized enterprises shared in sbout ane half {49.3 %4) of the tolal lmparis.

Table 3: The share of SMEs in foreign trade (share in percentage)

!_ SMIES Small Enterprises |  Medium-Sized |

'-_ _ | Enterprises ‘
Exports -y 3,1 { 14.3 21,3
Imports 493 | 26,4 _. 229 |

(Source: Crech Statistical Ofice Keport 2000}

3. Description of the analysed border regions

The regions analysed in this study consist of 1% districts (NUTS TV) and are identical with
the territory to which the EU%s Phare - Cross-Border Co-operation (CBC) programmes have
been applied since 1994,

Structure of the Analysed Territory

NUTSII MNortheast (only a part without the Region of Hradee Kralové and the
Begion of Pardubice)

NUTS 111 Region of Liberec

NUTS IV Districts of Semily, Jablonec n, M., Liberec and Cresks Lipa

NLUTS LI Morthwest

WUTS 111 Region of Usti nad Lahem

NUTS IV Districts of Dédin, Usti n.L.. Teplice, Most, Chommutov, Litoméfice and Loy

MUTS I Eegion of Karlavy Vary

MNUTS TV Districts of Karlovy Vary, Sokolov and Cheb

NUTS 11 Southwest (only parts of the Region of Plzed and the Hegion of Sauth

N Bobema) :

HNUTE [1] Regrion of Pleed

NUTS TV Dristrices of Tachov, Domazlice and Klatoyvy

MLUTSII1 Region of South Bohemia

KUTS IV Dristrict of Frachartice
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4, Total conilribution of SME sector to employment and income in the Czech - German
border region

A dynamic development of the SME sector took place in the Czech Republic after 1989,
The Czech entreprensurs tend to set up small businesses, chiefly as services providers and the
number of manefacnirng companies is minimal. The growth of SMEs is thus a result of the
border opening and foreign parmers and investors discovering windows of oppormnity here.
As a final point, SMEs come into existence n canseguence of large enterprises spinnms ol
smaltler firms. Such smaller firms then provide various services or supplies o larger
enterprises in the region. A certain drawback in that is often their dependency on the parent
compaay, which puts them at risk if the major buyer of their product ar service experiences
any difficulty.

These are also some enterprises founded as a result of the mereased eamings of people
comnling o work in Germany, Their high income (compared with the averapge for the Czech
Bepubbic) may well kave been one of the impulses 1ooset up smaller finms wittin the border
arca adjacent to Germany, Generally speaking, SMEs are concentrated in the urbanised arcas
ftowns) and zlong the main reads.

We have analyscd enterprisces situated in the following Border Regions between Bobenua
and Germany (Saxeony and Bavaria):

a) NUTS IIH of Liberee

Major enterprises, al least fTom the employment point of view, are established by foreign
mvestors [mostly German) in sectors such as engineering, moamfacturing of car components,
production of optics, textiles and glass, retail trading (larpe trading chains) and tourism {high
capacity iouwrist facilines).

Table 4: Structore of economic subjects according to number of employees in vear
2001 in NUTS I11 of Liberee (in percentage)

Mumber of emplovecs Semily Jablones . Misou | Liberes Ceska Lipa
of company
0 65,0 450 64.7 60,6
|- § 11,3 26,2 11,6 s
6= 1k 2B 2.3 BRI 2.1
20 — GG 1,2 1 i 1,2
100 and more 0.2 02 0,2 0.2 |

(In=kouse caleulation Fom Goures of the Czech Sitatistcal Office as of 31 22 2001%
Almost 75% of all enterprises in the WUTS 111 of Liberec are represented by SMEs.

by MUTS 1 of Morthwest Bohemia

The level of husiness activities in the mining areas, with concentrations of beavy industry and
in the Sokoloy district (wilk & similar induestrial structure), 15 sbll siEnifeantly lower than the
average of the Czech Republic, and than the other pants o the region. This is one of the causes of
the lacal problems, which consist in insufficiang diversification and high unemployment,
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The interests of SMEs are promoted and defended by the district chambers of commerce
and agriculture set up by the regional chambers. Business centres also support SMEs, as well
as business incubators and economic parks, which are under development. Thew bave a very-
limited effect for the moment. however, because of their low number and quality. SMEs have
considerable reserves for co-operation with research and development facilities, including the
usc of information services in support of business (for example Buro Info Centres and RP ICs).

Table 3t Structure of economic subjects according to number of emplovees in year
2001 in NUTS I — Northwest (in absolute figures)

[ Muwnber of [3ezin | Lisu Laurg | Teplice ."-r:'l.:s-l | Luzmy | Chemu | Karlevy | Sokolay | Cheb | Regicn :'
ermloyess nad Fice oy § Wary |
ol vanypany Lalem

0. A4F0 ) 5132 | IESE § d4asd 2118 | Zvoo ! 2EYS | 5448 T462 | 4200 | 174553
10— 34 450 | 428 4454 | 3@ ELE 4232 a1 254 ang 143i
23 -9 262 | a1y 233 216 e 151 by 157 150 174 3 Le
_Toe-199 | 76 | 7 51 53| sw 14 57 34 24 a1 StH
30k - 444 2T 13 E? 14 18 13 20 o b 12 I ivi
| soa-san |y L4 a ¥ 12 2 o 9 2 a i
[ ioos-less |4 5 L 2 ) A 0 a s |
1 000 and 4 1 o i . o 2 | ! al 3
AT L |_ f

[in-house calculation frem figures of the Czech Statistical Office as of 31, 12, 2001

c) MUTS ITI of Plzen

Small and mediwm-sized enterprises were vital at the beginning of the 19905 for NUTS 111
- Plzedi 1o meet the market opporunities and to absorb the jobless. The decline of the key
manufacturing sectors (engineering and agricelture) led 1o zradual long-running growth in
unemployment, which further intensified in 199% and 1999 Most small and medivm-sized
enterprises operate i the service sector as a result of the decline of the manufactur ng sectors.
The importance of small and medium-sized enterprises in NUTS 111 of Plrefi lics in the
expected diversification of the manufacturing sector, forestalling cconomic recession resulting
from the structural changes, linked 1o the continuous stagnation of indusirial and agriceliural
production in the region and subsequent Tise in unemployment. Although they make up most
of the enterprises in the region, small and medium-sized emerprises are not ¥el a critical
stabilising factor if the structural changes continue.

The key factor for the stability and development of small and medium-sized enlerprses is
their competitiveness in the local and foreign markets. This is limited by their difficult access
to financial resources and by high overheads, in particular when they start up and stabilise
their business or if they implement costly developmen: projects. The standard of their
manapernent, the use of advanced technologies, the ability 1o expand to forcign markers, inter-
company co-operation, and the use of professional associations to uphold their interests, all
these are inferior to advanced foreign economise,

The description of small and medium-sized enterprises in NUTS HI of Plzefi is based on
the available sources, such as the records of the Crech Statistical Office, strategic materials
prepared 1o date, and stodies prepared ai the local and national level. Analyvtical work is



hampered by the deficient company registration system, the main problem being keeping rack
of economically inactive enterprises,

Small and mediurm-sized enterprises in NUTS 11 of Pleed provide approximately 50 % of
the total munber ef jobs. To the towml exports from the repion they contribute less than thied.
The estimated share of small and medium-sized enterprises in the wotal regional GDP is also
approximately about one third. Small and medium-sized enterprizes employ in the rcgional
indusiry fewer workers than the nationwide average, which is estimated at 42 %,

With respec! (o the natonwide average of the parlicipation of small and medinme-gized
enterprises im the creation of jobs in industry, which is estimated at 40 % (Ministry of Industry
and Commerce annual survey), the share of regional enterprises is smaller thanks o the
existence of large industrial enterprises. Inm the service scotor, small and medium-sized
enterprises share in the total number of jobs with almost 90 %. Small enterprises are for the
nost part micro-enterprises with up 1o five employees. Snall and medium-sized enterprises
mastly practise a trade, work in the construction industry, provide business and technical
services, and do repair work, Approxunately one third of them are engaged in trading, repairs
of consumer goods, restaurants and accormmaodation services.

For the largest part, small and medivm-sized enterprises are based in the regional centres
and along the developimeanial axes, whose attractiveness for the establishment of a business is
due primarily 1o easy accessibility and the closeness of target markets and svurce capacities,
mcluding  subcontractors. This wrend s further swengthensd by new  manufacturing
mvestments, which could bring to small and medium-sized cnterprises and cooperative
capacitics.

The eswblishment and development of small and medium-sized enterprises  is
institutionally underpinned by a network of chambers of commence, the Business and
Imnovation Centre in Plzed (BIC), RBepional Advice and Information Centres (RIPICg). These
mstitutions offer advice for the process of financial, marketing and human-resource
manapement. Exports are supported with informadon chappelled throweh the network of
chambers of commerce and the Euro Info Centre, hosted by the orpanisation BIC in Mlzeq.

Table 6: Structure of economic subjects according to number of employees in year
2001 in NUTS 111 — Plzed (in absolute figures)

Mumber of emplayees of company Tachov DomaiElice Klatovy
B 1-5 5010 1222 1 645
Ga-149 223 317 429
20 - 49 97 1 14 | 157
5099 [ 33 s1 58
1060 - 499 38 33 | A3
500 and maoare n ] i 4

(In-house caleulation from figures of the Crech Swatistical Offce ws of 31, 12, 20013
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d) NLUITS 111 of South Bohemia

Major enterpnses, at least from the employment point of view, are established by foreign
investors (mostly German} in sectors such as engineering, retail trading (large trading chainsy
and tounsm (high capacily tourist facilities).

‘Table T: Structure of economic subjects according to number of emplovees in year
2001 in District of Prachatice (in absolute figures)

| Number ni;emplu}recs of company Prachatice
: 1-5 1 030
6— 19 | e
20— 49 108
o 50— 99 ) 39 N
100 — 499 B 23
S0 and more ]

{In-house caleutatzon from figures of the Czech Stunistical Office as of 31. 12, 2000

5. Conclusion amd Recommendations

Resultz of the performed survey indicate that it is usetul to divide this matier into two
paris.

The firms are aware of their weaknesses or oppottunities and are ready to use them.

it may be therefore expected that the incured EU funds will be used effectively and may
bring afong rapid effocis.

These areas include the use of foreign markets. [n addition o the development of the
existing forms organised by CrechTrade, we recammend providing support o study stays of
enfreprencurs abroad, formation of new trade missions and language training,.

Another area i which the entrepreneurs are ready is the emmployee training. Employers are
well aware of the importaet role played by skills of their workers, have a gond knowledpe of
their employees and of the needs of thew forther professional geowth, and are ready to get
wvalved in this respect. The existing support gives priority 1o the education of FTIAEA TS,
Therefore, w0 would be useful o provide specific support to the education of workers,
erganised directly by the employvers

The fims have seen good results of mulual co-operation and are ready to further develop
such co-operstion. There is room for special support to SME networking focused on the
resolution of specific business plans,

The firms are aware of lack of capital and are not excessively indebted. This makes roam
tor supporting further business activities of SME by simplifying access to further financial
sOUrces.

The firms are unaware of their own weaknesses and are thus not interested in support
provided in this respect.

Direct EU support has and will bave linle effect in such cases. Therefore, we recommend
tocuzing, concwrrently with the suppaort, also on the promotion of expected conduct of firms.

This area includes insufficicnt managerial education of entrepreneurs, lack of interest in
innovatiers, lack of interest in research and developmem, problems with implementation of



marketing  conduct of the firms, lack of interest in new places of business or in the
imprevemient of work organisation, giving priority to current needs over long-term needs,
msufficient interest in the development of human resources, lack of trust m consulting or in
specialisation, and underestimating preparation for admission to EU.

We recommend creating a model of a successiis] SME and effectively promoting such
madel as a way (o prosperity. Such model should be based on demonstrating that the high
level of education of managers, sustained HR development, paving attention 1o innovations,
moprovement of work organisation, developing specialisation, oriestation on the future, etc,,
are @ way to business success, It could be a training program on a demonstration enlerprise
prepared in collaboration with untversities and Chambers of Commerce and indusimy in the
border regions. The cross border collaboration in this project is expected. One of the cutput af
this activity could be a handbaok,

Stimulating the interest of Czech businesses in the operation in industrial zanes requires
the preparation of a package of suppart measures.

A certan specific feature in this respect is the interest of firms in the cerification of their
quality systems and in crass-border co-operation. The firms are interested in certification hut
are not aware of the connection between quality management and guality of work organisation
— their mnterest in this aspect is minimal, Provision of further support to the introduction of
quality systems may play the role of a bridge between the needs of which SME are aware and
the objective needs of which they are not aware, The cmphasise on the quality system is based
on considering of the importance of quality products producing far their competitiveness on
the: European market,

The development of foreign and cross-border co-operation requires secking other models
and maotives that the existing ones. [t is certainly not in the interest of the Czech Republic 1o
further base such co-operation on s cheap work force, due ta which there 1= a number of
enterprises involved in hired labour,
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