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Introduction

The business environment of small and medium-
sized enterprises (SMEs) is a current area of
theoretical research and practical applications
in the European Union. The financial crisis
and the gradual recovery of the economies in
the European Economic Area brought about
a deterioration of the business environment.
It can be assumed that business risks have
increased due to turbulence in the economic
system. SMEs are currently operating in a more
demanding economic environment, and many
of them are struggling to survive.

The fundamental prerequisite for successful
management and the development of all
businesses is a favourable business environment
in which the state supports and protects
economic competition, creates clear and stable
rules, and effectively ensures compliance
by all market participants while minimizing
administrative barriers towards entrepreneurs.
A positive perception of the business situation
by society might mean a greater interest in
starting a business, which can further lead to
a higher rate of GDP and higher employment
rates. Generally, it is the prevailing opinion
that countries with better conditions for doing
business achieve also a higher standard of
living.

In this article, the current situation of the
business environment of SMEs in selected
regions of the Czech Republic and Slovakia has
been examined. Our research was dealing with
socio-economic parameters of the business
environment such as motivational factors,
status in society, level of corruption, business
risks, approach to debt finance, ability to
manage financial risks and business optimism.

1. Theoretical Aspects of SMEs
Business, the Business
Environment, Risks, Debt
Financing of SMEs

SMEs have become an increasingly important

component of economic  development,

representing a substantial proportion of national
economies worldwide [21]. In this context,

Henderson and Weiler indicate that SMEs can

be characterized as a major engine of economic

growth. [20]

The European Commission [11, p. 4] states
that “the source of lifeblood” of the European
economy lies in 23 million small and medium-
sized companies which represent more than
98% of the business community. They provide
two-thirds of the total employment in the private
sphere, and over the last five years, they have
created approximately 80% of new jobs.

SMEs play an important role in the economic
systems of the Czech Republic and Slovakia. In
2012, the share of SMEs in the total number of
active enterprises in the Czech Republic was
99.86% while the share of added value was
53.81%. The share of SME employees in the
total employment in the business sector in the
Czech Republic was 59.43% in 2012. [31] In
Slovakia, the share of SMEs in the total number
of active enterprises was 99.2%; in the total
employment it was 59.5%. The share of added
value was 55.6% and the share of SMEs in the
profit before taxes was 51.6%. [35]

Entrepreneurial orientation is important
for SMEs. Soininen et al. [41] consider
innovativeness, risk-taking and proactivity as
the basic characteristics of entrepreneurial
orientation. Their results do not support the
assumption that entrepreneurial orientation
is positively related to the profitability of small
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firms. On the other hand, there is a positive
relationship between the entrepreneurial
orientation of a firm and a firm” s rate of growth.

According to Eggers et al. [10], to drive
growth, a firm will need to deploy a strategy
centred on entrepreneurial orientation. Authors
indicated that entrepreneurial orientation is
positively related to SME growth, but customer
orientation shows a negative association with the
growth. Anderson and Eshima [2] examined the
influence of the firm age and intangible resources
on the relationship between the entrepreneurial
orientation and the firm growth. [42]

Hamilton argues that initial employment
size, rather than age, was found to have some
bearing on the nature of the growth path.
Smaller firms grew more often and with more
continuity than larger firms. In larger firms,
the growth occurred in relatively large isolated
steps with little continuity. [18]

Avlonitis and Salavou note that active
entrepreneurs do not like passive entrepreneurs
and adopt a more aggressive orientation
characterized by the willingness to undertake
an action of high risk before their competition.
Nonetheless, proactiveness contrary to risk-
taking is found to be an important contributor to
the performance of new products introduced by
both groups. [4]

Lasagni investigated the role of external
relationships as key drivers of small business
innovation. Her results indicate that innovation
performance is higher in SMEs that are
proactive in strengthening their relationships
with innovative suppliers, users, and customers.
[27] In this context, Kraus et al. state that
innovative SMEs do perform better in a turbulent
environment. [25]

Keh, Nguyen and Ng examined the
influence of entrepreneurial orientation and
marketing information on the performance
of SMEs and indicated that entrepreneurial
orientation plays an important role in enhancing
firm performance. Information utilization has
a positive impact on firm performance, and there
is a positive relationship between information
utilization and making marketing decisions and
the subsequent firm performance. [22]

A wide range of authors deal with SME
management, e.g. [30], [33] According to
Fetisovova, Vlachynsky and Sirotka, basic
business risks of SMEs include, e.g., limited
access to loans, small capital strength, increased
competition, high tax and levy burden, low level

of management skills, low level of diversification,
administrative complexity, risk of failure, and
connection between work and private life. [13]
In this context, Hasle et al. state that most
owner-managers take a positive approach to
the working environment, but also try to “talk
risk down,” criticize regulation as bureaucracy
and place part of the employer responsibility
onto the employees. [19]

The Association for Financial Professionals in
collaboration with Zanders Treasury and Finance
Solutions conducted in 2013 an international
survey called the Treasury Risk Survey, which
was focused on global trends in corporate
risk management. According to this survey,
among the most serious threats to European
companies are liquidity risk, foreign currency
risk and reputation risk. Great attention is paid
to business and counterparty risk — whether it is
represented by credit risk related to customers
or by the financial stability of suppliers, banks
and other providers of funding. [6]

A particularly important issue to SMEs
is the financial gap produced by their limited
access to external financing. Even before
the economic downturn, some of the small
businesses had troubles obtaining the funds
necessary for growth and innovation. Due to
the financial crisis, banks are even less willing
to lend to companies in many countries, which
further exacerbated the problems SMEs were
already facing. [11]

In this context, Dierkes et al. argue that
SMEs are smaller, more informationally
opaque, riskier, and more dependent on trade
credit and bank loans. [8] According to Canales
and Nanda, small businesses, and particularly
young small businesses, have little internal
cash flow to finance their operations and are
also associated with significant asymmetric
information. [5]

According to Majkova-Sobekova, the high
risk of SMEs is characterized by a high level
of debt and a limited capacity to guarantee.
As such, the acquisition of commercial loans
for such companies is highly problematic.
[29] In this context, Di Giuli, Caselli and Gatti
report that for SMEs, credit availability is a vital
developmental element. [9]

According to Neuberger and Réthke,
micro-enterprises are especially predisposed
to incorrect selection and moral hazard, and
therefore their access to debt financing is
limited. Small firms are characterized by higher
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information asymmetry and credit risk. [37] This
opinion is confirmed by Kirschenmann and
Norden, who argue that information asymmetry
and bargaining power are especially important
in small business lending because small
firms are informationally opaque and bank-
dependent. [23]

Moro and Fink reported that banks play
an essential role in financing firms, especially
SMEs, since they have more difficulty accessing
equity capital markets. The process used by
banks to decide whether and how much to
lend relies on different lending technologies,
and banks usually tend to use more than one
technology at once. [34]

Business  activities are  significantly
determined by the environment of the company,
which forces it to use a particular method of
behaviour and to choose particular business
goals and ways of achieving them. In this
context, important roles are played by the
social environment and the political and legal
environments that are created by the state
authorities. Presumably, a positive perception
of these companies by their environment
could stimulate their financial performance
and accelerate the positive influences of these
companies on society.

2. The Study’s Aim, Methodology and

Results
The aim of this article was to define and compare
current trends in the business environment of
small and medium-sized enterprises in selected
regions of the Czech Republic and Slovakia.
In accordance with the objective, motivational
factors, status in the society, level of corruption,
current business risks, the approach to loan
financing, the ability to manage financial
risks and business optimism in the business
environment have been examined.

The research of the business environment
was conducted in 2013 in the select regions
of the Czech Republic and Slovakia through
a questionnaire. In the Zlin Region (ZL) of the
Czech Republic, 180 SMEs were contacted; in
the Zilina Region (ZA) of Slovakia, 164 SMEs
were contacted; and in the Trencin Region (TN)
of Slovakia, 105 SMEs were contacted. Each
company’s data was provided by their owners.
In the Zlin Region, there were 107,000 SMEs in
2012. In the Zilina Region, there were 72,512
SMEs in 2012. In the Trenéin Region were
55,722 (including self-employed). [31], [32]

These regions have been chosen because
of their common national border, long-term
intensive economic cooperation and similar
economic parameters. But at the same time,
these regions are parts of different countries,
allowing us to compare the effectiveness of
economic policy towards SMEs in these regions.

The Zlin Region has an area of 3,964 km?
and about 600,000 inhabitants. In 2012, the
GDP per capita was about 11,720 EUR, and the
unemployment rate was about 8%.

The Zilina Region has an area of 6,800 km?2.
The total population is approximately 700,000
and the population density is 102 inhabitants
per km2. The unemployment rate increased to
11.91% in 2011. The GDP per capita that year
was 10,794 EUR.

The Trencin Region has an area of 4,502
km? and has about 600,000 inhabitants. The
GDP per capita reached 10,744 EUR in 2010
(88.57% of the average GDP per capita in
Slovakia), and the registered unemployment
rate was at 10.89% in 2012 (significantly below
the national average of 14.44%). This region
has a strong industrial tradition, reflected in
the fact that the share of the industry on GDP
reached the level of 33.96% in 2010 which
significantly exceeded the national average
of 26.46%. However, this region is struggling
with transformation problems and needs to
increase dynamic adaptation to the knowledge
economy conditions particularly in the sectors
of information, communication, technical,
scientific and administrative services. The share
of these sectors in the GDP formation reaches
only 7.85%, which is substantially lower than
the share of these sectors which contributes to
the GDP formation of Slovakia (12.26%).

In our research on the Zlin Region, the
largest share of SMEs was operating in trade
activities (35%), followed by manufacturing
companies (29%), construction firms (12%),
transport companies (4%), and agricultural
enterprises (3%). The remaining share was
formed of companies operating in other sectors.

In the Zilina Region, the structure of
companies was as follows: 17% of companies
operated in the manufacturing sector, 21% in
the trade sector, 17% in the construction sector,
6 % in the transport sector, 1% in the agricultural
sector. The largest portion of companies
operated in other sectors (38%).

In the Trencin Region, the structure of
companies was as follows: manufacturing
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companies (21%), trade companies (21%),
construction companies (18%), transport
companies (4%) and agricultural firms (5%).
The largest portion of companies operated in
other sectors (31%).

From the total number of 180 surveyed
firms in the Zlin Region, 70% of them were
doing business more than 10 years, 21% of
them between 5 and 10 years, and 9% of them
between 1 and 5 years. Therefore, the study was
examining quite experienced entrepreneurs.
The age structure of companies was as follow:
58% were micro-enterprises, 31% were small
enterprises and 11% were medium-sized
companies.

From the total number of 164 surveyed
firms in the Zilina Region, 38% were doing
business more than 10 years, 32% of them
between 5 and 10 years, 30% of them between
1 and 5 years. Therefore it can be stated that
companies were equally distributed regarding
the length of doing business. The age structure
of companies was as follows: 66% were micro-
enterprises, 20% were small enterprises and
14% were medium-sized companies.

From the total number of 105 surveyed
companies in the Trencin Region, 54% of the
companies had been in business more than 10
years, 25% from 5 to 10 years, and 21% from 1
to 5 years. The size structure of the companies
was as follows: 62% were micro-enterprises,
31% were small enterprises and 7% were
medium-sized enterprises.

In our research, we examined if there
were statistically solid differences in several
attributes among SMEs in the selected regions
of Slovakia and the Czech Republic according to
their field, age and size. In detail, we quantified
the differences between the trading companies
and the others, between the companies over
10 years old and the others and between the
micro-enterprises and the others.

The business environment is determined
by personal characteristics and motives of
individual entrepreneurs. Creativity, risk taking
and independence increase the probability of
becoming an entrepreneur and decrease the
probability of becoming an employee. [24]

Almeida, Ahmetoglu, and Chamorro-
Premuzicshowthatthe METAmodel (Awareness,
Vision, Creativity, and Opportunism) is the
strongest and the most consistent predictor
of an entrepreneurial activity. Entrepreneurial
individuals are characterized primarily as

enterprising and creative, and to some degree
as social and investigative. [1]

According to the survey of PwC, the major
motivations among Czech entrepreneurs to run
one’s own business are the wish to be free in
decisions and a passion for the field of business.
Only after these attributes were financial
motivation, success and prestige mentioned.
[39] A survey by GE Money Bank listed these
as the most important motivations: desire for
money, flexible working hours, a certain lifestyle
and the necessity of independence. [14]

In line with previous findings, we hypothesize
the following:

H1: The major motivation to run one’s own
company in the region of Zlin is money.

H1a: There exist no significant differences
in the motivation to run one’s own business
between the regions of Zlin and Zilina and
between the regions of Zlin and Trencin.

H1b: Less than 20% of entrepreneurs in
the region of Zlin started their own business
because they perceive it as their mission.

H1c: Less than 20% of entrepreneurs in the
regions of Zilina and Trencin started their own
business because they perceive it as their mission.

H1d: Money as the motivation to run
one’s own business is assessed the same,
irrespective of the field, the age and the size of
a company.

Various surveys show the perception of
entrepreneurship by society is still relatively
negative in Slovakia and the Czech Republic.
For instance, according to the survey of the
National Agency for Development of Small and
Medium Enterprises, 69.9% of respondents
think entrepreneurs in Slovakia just try to quickly
achieve as high profits as possible, 78.2%
believe entrepreneurs are getting rich by taking
advantage of ordinary people and are abusing
their employees. [36] GfK Czech (2013) argues
that 45% of the Czech inhabitants perceive
entrepreneurs in a negative way. [16]

Therefore, we hypothesize the following:

H2: There are no statistically significant
differences in the perception of entrepreneurs
by society between the regions of Zlin and Zilina
and between the regions of Zlin and Trencin.

H2a: Less than 10% of entrepreneurs in the
region of Zlin think that society perceives them
positively.

H2b: The assessment of positive perception
of entrepreneurship by society is the same,
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irrespective of the field, the age and the size of
a company.

The relationship between the state and
entrepreneurs is complicated in the long run, as
these entities have opposite ideas about how to
manage the economy.

Entrepreneurs generally evaluate the
approach of the state to their needs and
interests negatively. As it was revealed in
a survey by the web server Podnikatel.cz
(2013), most business owners spend even
entire days filling out forms. The vast majority
of entrepreneurs believe that the talk of
reducing administrative burdens in the Czech
Republic is meaningless. According to 59% of
Czech businessmen, the bureaucratic burden
has been increasing in recent years. [38]

The study of the World Bank called Doing
Business 2014 presents the current situation
of the business environment in the Czech
Republic, and also the development of this
situation. In the overall ranking, the Czech
Republic has fallen 7 points in the last year
to 75" place, ending up just behind Romania
and the Republic of Vanuatu. All of the Czech
Republic’s neighbours were ranked higher:
Slovakia was ranked 49", Poland 45", Austria
30" and Germany 21s. Furthermore, the
Czech Republic also has a disastrous outcome
in assessing the ease and cost of starting
a business. Out of 189 countries, the Czech
Republic was ranked in 146™ position, a drop
of 6 points in comparison to the previous year.
To start a business in the Czech Republic, you
must undertake an average of 9 procedures.
The average value for OECD at the same time
is 5 procedures. In the Czech Republic, you can
create a company in 19.5 days, whereas the
OECD average value is 11 days. [38]

The business environment in Slovakia was
negatively perceived by 56% of companies in
2013. This was determined by an economic
survey conducted by the Slovak Chamber of
Commerce among its members. [40]

Based on this, we hypothesize the following:

H3: There exist no significant differences in
the opinions of entrepreneurs about the state
attitude to their needs between the regions of
Zlin and Zilina and between the regions of Zlin
and Trencin.

H3a: Less than 10% of entrepreneurs in
the region of Zlin uphold that the state fulfils its
duties and helps them in their activities.

H3b: The intensity of positive assessment
of the state activities by entrepreneurs is the
same, irrespective of the field, the age and the
size of a company.

Corruption represents a serious problem
in both countries. According to the reports of
the Security and Intelligence Service of the
Czech Republic (BIS), there exist widespread
corruption activities and the ciphering off
of public funds by private parties through
outsourcing, projects of public and private
sector partnerships, the manipulation of public
contracts and the misuse of European subsidies
in the country. These activities, however,
could not exist without considerable help from
politicians in both countries. [17] According
to a survey by the Association of Small and
Medium Entrepreneurs and the Self-Employed
of the Czech Republic, 59.3% of entrepreneurs
think it is not possible to obtain a public contract
in the Czech Republic without giving special
provisions or bribes. The average provision
was 15.7% of the amount of the contract. [3]
Moreover, a survey by Ernst & Young indicated
that 69% of Czechs consider corruption in
running one’s business to be a widespread
phenomenon. [28]

According to Transparency International,
the Czech Republic in perception of corruption
occupied 54" place in 2012 (Slovakia was in
the 62" position). These results point out that
corruption both in perception and practice is
strong in both countries. [17]

Based on these findings, we hypothesize
the following:

H4: The perceived degree of corruption in
the region of Zlin is lower than in the regions of
Zilina and Trencin.

H4a: At least 50% of entrepreneurs in the
region of Zlin have experienced corruption and
cronyism in their business activities.

H4b: The perception of corruption by
entrepreneurs in the selected regions is the
same regardless the field, the age and the size
of a company.

According to Fetisovova et al., the
financial and economic crisis has had serious
implications on the performance of small and
medium-sized companies in the European
Union. In 2009, the gross production of SMEs
within the EU27 decreased by 5.5%. Insufficient
effective demand was the most urgent issue for
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29% of these SMEs. The authors report that the
demand in the domestic markets of the EU27
will remain weak. [12]

A particularly important problem of SMEs is
a financial gap since many of these companies
have limited access to external financial
sources. Even before the economic downturn,
some small businesses were having trouble
accessing the funds necessary for growth and
innovation. As a consequence of the financial
crisis, banks in many countries are even less
willing to lend to businesses, which further
escalates the problems faced by companies.
[11] According to Fetisovova et al., the approach
to financial resources for SMEs represents
a serious problem for SMEs. However, in the
short term, it is less urgent than the lack of
demand on domestic markets. [12]

The global financial crisis has caused
considerable concerns about what the banks’
practices will be in relation to the loan financing
of the corporate sector. The current signals
confirm that banks in the Czech Republic and
Slovakia have tightened the conditions for their
clients. A highly unfavourable situation can be
observed from the perspective of companies
because of restrictions on the business
community in relation to financing by bank
instruments. [15] In this context, Cowling, Liu,
and Ledger state that generally, loans were
more readily available to larger and older firms
throughout the recession. At its peak, 119,000
(10% of the total stock) smaller firms in the UK
were denied credit in a three-month period. [7]

As a consequence of such findings, we
hypothesize the following:

H5: The most important business risk in
all regions is, according to entrepreneurs, the
market risk.

H5a: The average value of the market risk in
the region of Zlin is higher than 40%.

H5b: Entrepreneurs in the region of Zlin
are facing a market risk less intensive than
entrepreneurs in the regions of Zilina and
Trencin.

H5c: The evaluation of the market risk by
entrepreneurs is the same irrespective of the
field, the age and the size of a company.

H6: In the region of Zlin, the average
decrease in the performance of SMEs is at
least 15% in comparison to the period before
the crisis.

H6a: There exist no significant differences
in the structure of performance decrease of

SMEs between the regions of Zlin and Zilina
and between the regions of Zlin and Trencin.

H6b: The structure of performance decrease
of SMEs is not correlated with the field, the age
and the size of a company.

H7: The entrepreneurs in the selected
regions assess the approach of banks to their
financial needs at the same level.

H7a: Less than 50% of entrepreneurs in
the region of Zlin think that banks accept their
needs and behave in an appropriate way.

H7b: The positive assessment of the banks’
behaviour by entrepreneurs does not depend
on the field, the age and the size of a company.

The financial crisis has significantly
changed the view on risk management in the
SME segment in European countries, including
Slovakia. Based on many studies dealing
with corporate management in Slovakia and
published during the crisis, the most common
failures, which can substantially affect the
potential ability of a company to survive during
the crisis, were for example mismanagement
of cash flows or insufficient management of
financial risks, i.e., the lack of an early warning
from the financial manager. [26]

Based on this, the following hypotheses
were formulated:

H8: The evaluation of the entrepreneurs’
abilities to manage risks is the same in all the
selected regions.

HB8a: At least 90% of entrepreneurs in the
region of Zlin think they can manage financial
risks in their companies properly.

H8b: Entrepreneurs in the region of Zlin are
more self-assured they can manage financial
risks compared to entrepreneurs in the regions
of Zilina and Trencin.

H8c: The perceived ability to manage
financial risks in a company does not depend
on the field, the age and the size of a company.

According to PwC, nearly 70% of the
owners of Czech companies expected growth
of their businesses in the short term. This
growth should have been achieved through the
acquisition of new customers and the further
penetration of existing clients. Entrepreneurs
explained that the biggest threat to their growth
is the existence of intense low-cost competition,
which they will compete with by producing
higher quality products and taking better care of
their customers. [39]

100 E M 2015, XVIIl, 1



Business Administration and Management

Therefore, we hypothesize the following:

H9: The optimism among entrepreneurs is
the same in all the selected regions.

H8a: At least 90% of entrepreneurs in the
region of Zlin believe their company will survive
the next five years.

H9b: The optimism among entrepreneurs is
at higher levels in the region of Zlin than it is in
both selected Slovak regions.

H9c: The level of optimism among
entrepreneurs does not depend on the field, the
age and the size of a company.

The associations in contingency tables were
analysed by Pearson statistics for count data.

Motivation to start a business in the

The P-value is being compared with the
standard 5% confidence level. A P-value lower
than the confidence level leads to the rejection
of the null hypothesis. The null claims there is
no association between variables. Calculations
have been performed using statistical packages
XL Statistics and R. Finally, instruments of
descriptive statistics, such as percentages and
averages have been used.

3. Results

Firstly, the motivation to start one” s own business
has been investigated. The obtained results and
their comparison are shown in the Table 1.

Czech Republic (CR) and Slovakia (SR

What was your motive for starting CR (ZL) SR (ZA) SR (TN) ';I‘_’az'ﬁ
a business? in % in % in % ’

ZL:TN
1. Money 21.11 48.78 38.10 <0.01/<0.01
2. | perceive it as a mission 20.56 10.98 12.38 0.0230/0.1121
3. | wanted to have a job 29.44 21.95 26.66 0.1438/0.7148
4. | had no choice 10.00 7.92 11.43 0.6297/0.8579
2 (CIED [EEE0TS (| AEEPOTE Ee: 18.89 10.37 1143 | 0.03850.1377

flexibility, etc.).
p-value<0.01/0.0165

The results of our research show that the
major motive for starting one” s own business in
the region of Zlin is the wish to have a job. Thus
H1 was not confirmed. Moreover, our research
demonstrated statistically significant differences
in the motives to start a business between
the regions of Zlin and Zilina (p-value<0.01)
and between the regions of Zlin and Trencin
(p-value=0.0165). The most important driver
to start one”s own business is money in both
selected Slovak regions (p-value in both cases
<0.01). Entrepreneurs of the Zlin Region stated
more often than entrepreneurs of the Trencin
Region that they perceive their business as
their mission (p-value=0.0230). H1a was not
confirmed. H1b was not confirmed either, as
the p-value was calculated at 0.5371. On the
contrary, p-values for the Zlin Region (0.0110)
and the Trencin Region (0.0336) confirmed

Source: own

the validity of H1c, which means that less than
20% of entrepreneurs in both regions started
their business because they perceive it as their
mission.

H1d was partially confirmed. We found
no statistically significant differences in the
assessment of money as the major driver
of running one’s own business between the
trading companies and the others, between the
companies over 10 years old and the others and
between the micro-enterprises and the others.
The only exception was found among younger
companies in the Zlin Region. The companies
under 10 years old stated money as the major
motive for starting their business more often
than the other companies (p-value=0.0063).

The status of an entrepreneur was
examined in the following questions. The results
are shown in Tables 2 and 3.
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How entrepreneurs are perceived by society in the Czech Republic and Slovakia

Do you think that our society _value
(politicians, public opinion, media) CR(ZL) SR(ZA) SR(TN) P

) i o ] . . ZL:ZA/
perceive the position and activities in % in % in %

ZL:TN
of entrepreneurs correctly?
1l NNB), QU EREERY [FETRENTEE US 20.56 15.85 20.95 0.3238/1.0000
negatively
2. Society perceives us incorrectly 42.22 43.30 55.24 0.9272/0.0454
3. Society perceives us positively 7.78 6.70 1.90 0.8618/0.0701
4.1 am not thinking about it 29.44 34.15 21.91 0.4121/0.2114
p-value=0.6165/0.0485
Source: own

The results shown in Table 2 confirmed there
are significant differences in the perception of
entrepreneurs by society between the Zlin and
Trencin Regions (p-value=0.0485). Differences
between the Zlin and Zilina region were not
found (p-value=0.6165) in this issue. H2 was
partially confirmed.

On the basis of the calculated test criteria
(p-value=0.1923), we argue that the rate of
entrepreneurs thinking society perceives them

and Slovakia

positively in the Zlin Region is higher than 10%.
H2a was not confirmed. To compare, the rate of
entrepreneurs that think society perceives them
positively is more than 10% (p-value=0.1011) in
the region of Zilina and is lower than 10% in the
region of Trencin (p-value<0.05).

H2b was confirmed. The companies think
society perceives them positively regardless of
the field, the age and the size of a company.

The state approach towards entrepreneurs’ needs in the Czech Republic

How do you assess the state CR(ZL) SR(ZA) SR(TN) p-value

. , . . . ZL:ZA/
attitude to entrepreneurs’ needs? in % in % in %

ZL:TN

1. | feel the state is just bullying us 42.22 53.05 54.29 0.0574/0.0649
2. The state is not fulfilling its duties 42.22 38.41 40.95 0.5427/0.9321
3. The state is fulfilling its duties 12.78 5.49 4.76 0.0324/0.0469
4. Th(_a _st_ate helps us in our business 278 305 0 1.0000/—

activities

p-value=0.0605 /0.0170
Source: own

The results of the research stated in Table 3
point out significant variations in the opinions of
entrepreneurs of the Zlin Region and the Trencin
Region (p-value=0.0170). Although there were
solid differences between entrepreneurs of the
Zlin Region and the Zilina Region, these were
not statistically significant (p-value=0.0605). As
a result, H3 was not confirmed.

Judging from the calculated p-value at
0.9900, we cannot argue that less than 10% of
entrepreneurs in the Zlin Region think the state

fulfils its duties and helps the business sector.
H3a was not confirmed.

On the other side, H3b was confirmed. The
intensity of the positive assessment of the state
activities by entrepreneurs (line 3 and line 4 in
the Table 3) is the same in the selected regions
regardless of the field, the age and the size of
a company.

The level of corruption was examined
through one question, answers to which are
presented in Table 4.
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Entrepreneurs’ perception of the corruption

oo sy | CRED | s@w | samw | B
business activities? ZL:TN
1.yes 53.33 71.95 75.96 <0.01/<0.01
2.no 46.67 28.05 24.04 <0.01/<0.01
p-value <0.01/<0.01
Source: own

According to our research, the perception of
corruption was different in the Czech Republic
and Slovakia. The perceived corruption is at
a statistically significant lower level in the region
of Zlin than in the regions of Zilina or Trencin.
In both cases the p-value was lower than 0.01,
thus H4 was not confirmed.

Judging from the calculated p-value
(0.2060), it cannot be argued that at least 50%
of entrepreneurs from the Zlin Region have
experienced corruption and cronyism in their

business activities. Consequently, H4a was not
confirmed.

However, H4b could be accepted. Our
research confirmed the perception of corruption
is the same, irrespective of the field, the age
and the size of a company.

Table 5 shows the results of the survey
concerning business risks of SMEs in the
selected regions of the Czech Republic and
Slovakia.

The identification of business risks in the Czech Republic and Slovakia

Doing your business, you face
Consider a6 currently oruiar?. | CR@L) | SR@A) | SRON) | palue
- v e ) in %* in %* in %* ZL:ZA/ZL:TN
(Please provide a maximum of
three answers)
1. market risk (lack of contracts) 79.44 80.49 82.86 0.9150/0.5833
Average value** 56.00 51.30 53.27
Adjusted average value*** 44.49 41.29 4414
2. financial risk (poor approach to 57.22 58.54 50.48 0.8910/0.3269
company’s financing)
3. operational risk (mishandling of 20.56 22.56 14.29 0.7480/0.2448
processes)
4. personnel risk (poor quality staff) 43.33 38.41 47.62 0.4140/0.5631
5. legal risk 30.56 37.20 32.38 0.2350/0.8507
6. safety risk (accidents, incidents, 21.67 32.93 27.62 0.0260/0.3206
etc.)

Note: * data are calculated as the ratio of respondents which stated given answer to the total number of companies; **
average of values reported by entrepreneurs in individual regions; *** means the average values from the total file

The data in Table 5 show the major business
risk in all the regions is market risk. The validity
of H5 was confirmed. Since the average value
of the market risk in the region of Zlin was
more than 40%, H5a was confirmed as well.
However, H5b was not confirmed, because the

Source: own

entrepreneurs in all the regions perceive the
intensity of market risk at the same level. H5c
was confirmed: the perception of market risk in
the selected regions is the same regardless the
field, the age or the size of a company.
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The development of SME performances in the Czech Republic and Slovakia

B eeomed | CRE | snay | smmy | el
compared to the pre-crisis period? ZL:TN
1.up to 10% 17.24 17.07 19.09 1.0000/0.7408
2.11 to 20% 13.79 20.12 11.43 0.1590/0.7658
3.21 to 30% 17.24 20.73 20.95 0.4970/0.4667
4.31 to 40% 10.92 5.49 13.33 0.1070/0.6161
5. 41 to 50% 5.75 6.71 2.86 0.8890/0.6518
6. above 50% 3.45 6.10 3.81 0.3730/0.6518
o] G [P S EeD) ek 31.61 23.78 25.71 0.1380/0.4441
increased
p-value=0.1855/0.7832

Table 6 presents the decrease of the
performance of SMEs (according to their
owners) in 2013 compared to the pre-crisis
period.

The average decrease in the performance
amounted to 15.80% in the Zlin Region
(weighted average of upper values of individual
intervals). H6 was confirmed. For a better
overview, the average decrease in performance
was 18.78% in the Zilina Region and 19.53% in
the Trencin Region.

The values of test criteria stated in Table
6 (p-value=0.1855/0.7832) confirmed that

and Slovakia

Source: own

there are no statistically significant differences
between both countries in relation to the
decrease or increase in performances. H6a was
disproved.

H6b was confirmed as we found out the
change of performances of SMEs was not
dependent on the field, the age or the size of

a company.
The existence of the most important
business risks resulted in tighter credit

conditions by commercial banks. This trend is
also perceived by SMEs, which can be seen in
Table 7.

Commercial banks’ approach to SME financing in the Czech Republic

How do you assess banks’
h ; CR(2L) SR(ZA) SR(TN) p-value

FErEEEn e A A ¢ Sn el in % in % in % ZL:ZA/ZL:TN
and medium-sized enterprises?
1. Banks fully accep‘t our peec}s and 4.44 3.05 0.95 0.6930/-

have a good relationship with us
2. Banks behave appropriately 38.89 20.12 34.29 <0.01/0.5160
3. Banks behave unhelpfully towards us 8.89 14.02 9.52 0.1830/1.0000
4. Banlfs use too hard criteria for 26.11 37.20 43.81 0.0360/0.0030

lending
5.1 cannot judge 21.67 25.61 11.43 0.4630/0.0440

p-value<0.01/0.0110
Source: own
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The results of the research shown in Table 7
have not proved the validity of H7. Entrepreneurs
in the region of Zlin assess the approach of
commercial banks to their needs differently
than the entrepreneurs of the regions of Zilina
and Trencin. The values of the test criteria
proved this statement (p-value<0.01/0.0110).
In more detail, entrepreneurs of the Zlin
Region evaluate the approach of commercial
banks more positively than entrepreneurs of
the regions of Zilina and Trencin. Nonetheless,
even entrepreneurs of the Zlin Region do not
assess the banks too positively. The calculated
p-value (<0.05) pointed that less than 50% of

entrepreneurs in the Zlin Region think the banks
meet their needs and behave appropriately. As
a result, H7a was confirmed.

H7b was partially confirmed. Generally
speaking, the positive assessment of the bank
approach is not dependent on the field, the age
or the size of a company. The only exception was
found in the evaluation by the micro-enterprises
in the Zlin Region. These enterprises assessed
the attitudes of banks less positively than the
other enterprises (p-value=0.002).

The ability to manage financial risks has
been verified through one question. The results
are shown in Table 8.

The ability of entrepreneurs to manage financial risks in the company

Do you think that you are able CR(ZL) SR(ZA) SR(TN) p-value
to manage financial risks in your 2013 2013 2013 ZL:ZA/ZL:TN
company? in %* in %* in %*
1.Yes 41.11 23.17 31.43 <0.01/0.1323
2.To a certain extent 55.00 67.68 57.14 0.0210/0.8183
3.No 0.56 1.83 0.00 -/-
4.1 cannot judge 3.33 7.32 11.43 -/-
p-value= due to the small numbers in line 3 and line 4, these values cannot be
reliably calculated

Source: own

H8 was neither confirmed nor disproved as
it was not possible to calculate the value of the
test criteria.

The validity of H8a was confirmed as
the p-value was calculated at the level lower
than 0.01. This means that at least 90% of
entrepreneurs of the Zlin Region opine they can
manage financial risks in their company in an
appropriate way.

The results stated in Table 8 enable us
to conclude there are statistically significant
differences in the opinions of entrepreneurs of
the Zlin Region and entrepreneurs of the Zilina
Region regarding this issue. Zlin entrepreneurs
are more self-confident as to their ability to
manage financial risks than Zilina entrepreneurs
(p-value<0.01). On the other hand, there were
no significant differences in the confidence of
Zlin entrepreneurs and Trencin entrepreneurs.
Our research confirmed H8b only partially.

Finally, H8c was confirmed. The confidence
about the ability to manage financial risks in

a company does not depend on the field, the
age or the size of a company.

The level of business optimism has been
examined through the following question.
Results are shown in Table 9.

The validity of H9 was partially confirmed.
We found that the structure of answers was
similar in the regions of Zlin and Zilina. However,
it was not possible to calculate reliably the value
of the test criteria for comparing the regions of
Zlin and Trencin.

The calculated value of the test criteria
(p-value=0.0174) proved that at least 90% of the
entrepreneurs in the Zlin Region believe their
company will survive the next five years. However,
the rate of optimistic entrepreneurs in both
selected Slovak regions was lower than 90%.
Accordingly, both H9a and H9b were confirmed.

H9c was confirmed as well. Our research
proved the level of business optimism in the
selected regions is not related to the field, the
age or the size of a company.
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The level of business optimism in the Czech Republic and Slovakia

. CR(ZL) SR(ZA) SR(TN)

Do you believe that your company p-value

- . 2013 2013 2013
will survive the next 5 years? o o o ZL:ZA/ZL:TN

in % in % in %
1. Definitely 49.44 40.85 35.24 0.1360/0.0270
2.No 0.56 2.44 0.00 0.3140/-
3. With some concerns 45.56 49.39 56.19 0.5430/0.1075
4. With serious concerns 4.44 7.32 8.57 -/0.2461
p-value=0.1784/cannot be calculated correctly
Source: own

Conclusion

The correct perception of entrepreneurs
by society is important for the economic
growth of a country. Our research showed
that entrepreneurs in the selected regions of
the Czech Republic and Slovakia think that
society perceives them rather negatively. These
opinions in the end influence the motives to start
one’s own business and the whole attitude to
entrepreneurship. The most important catalyst
of starting a business in both selected Slovak
regions (Zilina and Trencin) was the desire to
make money. On the other hand, the situation
was different for the Zlin Region, where
a wish to have a job was the most important.
Furthermore, our research showed low levels
of positive motivation to start a business. The
rate of entrepreneurs stating they perceive their
entrepreneurship as a mission was only 20.56%
in the region of Zlin, 10.98% in the region of
Zilina and 12.38% in the region of Trencin.

Entrepreneurs within the selected regions
share more-less the same negative opinion
about the attitude of the state towards their
activities. A significant number of entrepreneurs
think the state literally bullies them, i.e., instead
of helping them in their activities it creates
meaningless barriers and obstacles.

The perception of corruptioninboth countries
is relatively intense. As much as 53.33% of Zlin
entrepreneurs, 71.95% of Zilina entrepreneurs
and 75.96% of Trencin entrepreneurs declared
they had experienced corruption and cronyism
in their business activities.

The discussion about the problems of
SMEs in the Czech Republic and Slovakia has
for a long time been aimed mostly at the issues
of levies, the quality of the legal systems and

the support of SMEs by the state. Nevertheless,
our research showed there have been different
priorities for SMEs in recent years. For example,
entrepreneurs perceive market risk very
intensively. Judging from these findings, it is
necessary to create systematic prerequisites
for widening the market of SMEs through
improving consumer confidence. The decrease
of the domestic demand has led to the decline
of SME performance over the last few years.
Worsening market conditions for SMEs
have also encouraged tighter lending policies
by commercial banks. According to our
findings, 26.11% of entrepreneurs in the region
of Zlin, 37.20% of entrepreneurs in the region
of Zilina and 43.81% of entrepreneurs in the
region of Trencin think banks use overly strict
criteria when giving out loans. Only 4.44% of
entrepreneurs in the Zlin Region, 3.05% of
entrepreneurs in the Zilina Region and 0.95%
of entrepreneurs in the Trencin Region stated
banks fully accept their needs and are helpful.
The optimism of economic entities is
essential for the proper functioning of the
whole economic system. Therefore the results
of our research are promising. The majority
of Czech and Slovak entrepreneurs believe
they can properly manage financial risks in
their companies and that their companies will
survive the next five years despite the dramatic
changes in the business environment resulting
in decreases in SME performances in recent
years. In more detail, 96.11% of entrepreneurs
of the Zlin Region, 90.85% of entrepreneurs of
the Zilina Region and 88.57% of entrepreneurs
of the Trencin Region declared they can properly
manage financial risks in their companies.
Moreover, 95% of Zlin entrepreneurs, 90.24%
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of Zilina entrepreneurs and 91.43% of Trencin
entrepreneurs believe their companies will
survive the next five years.

The Czech economy is often compared to
the Slovak economy. For instance, Hajek and
Rezny analysed the development of the Czech
economy in comparison to the Slovak economy
over the past two decades. The authors report
that from the date of the proclamation of the
independent Czech and Slovak Republics, the
GDP of the Czech Republic has increased by
68%, but the GDP of Slovakia has increased by
128% during the same period. The economy of
Slovakia achieved an average annual growth
rate of 3.86% in the period 1994-2012. The
faster growth in the GDP of Slovakia was
based on a lower tax burden, as well as on
lower levels of redistribution (the share of public
expenditures in the GDP) and more favourable
conditions for business. [17]

Our research has also shown that
entrepreneurs of the Zlin Region assess
the conditions of the business environment
more positively than do Zilina and Trencin
entrepreneurs. The business environments in
these regions have been compared through nine
different variables, namely the motives to start
abusiness, the perception of entrepreneurship by
society, the support of the state, the perception of
the corruption in business activities, the intensity
of market risk, the decrease in performances,
the approaches of banks to financing SMEs, the
ability to manage financial risks and business
optimism. In all these areas, entrepreneurs in
the Czech region of Zlin evaluate the attributes
of running a business more positively than their
counterparts from the selected Slovak regions.

Naturally, our research has several
limitations. The first is the number of surveyed
enterprises; the second is the regional selection
of companies. In spite of these limitations we
truly believe this research highlights interesting
issues to discuss in the process of forming the
business environment in the Czech Republic
and Slovakia both at regional and national
levels.

In the future, we would like to explore
the connections among personal features of
entrepreneurs, their risk aversion and their
financial performance.
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THE BUSINESS ENVIRONMENT OF SMALL AND MEDIUM-SIZED
ENTERPRISES IN SELECTED REGIONS OF THE CZECH REPUBLIC
AND SLOVAKIA

Jaroslav Belas, Valér Demjan, Jozef Habanik, Maria Hudakova, Juraj Sipko

The aim of this article was to define and compare current trends in the business environment of
small and medium-sized enterprises in selected regions of the Czech Republic and Slovakia. In
accordance with the objective, motivational factors, status in the society, levels of corruption, current
business risks, approaches to loan financing, the ability to manage financial risks and business
optimism in the business environment have been examined. In 2013, research into entrepreneurs’
opinions in the Czech Republic (Zlin Region) and Slovakia (Zilina and Trencin Regions) was
conducted. These neighbouring regions have similar economic parameters. According to our
findings, the most important motive for starting a business in the Czech Republic was to have
a job. In Slovakia, the most important motive for starting a business was money. The results of
our research confirmed that the societies in both countries perceived the position of entrepreneurs
relatively negatively. In both countries, entrepreneurs negatively noted the approach of the state
to their needs and relatively high levels of corruption. Nowadays, the most important business risk
was the market risk followed by financial and personal risks. Due to a deterioration of the business
environment, the performance of small and medium-sized enterprises has declined by at least
156% in both countries. In the Czech Republic, approximately 43% of entrepreneurs stated that
banks accept their needs and behave appropriately to them. The positive perception of banks was
significantly lower in Slovakia: 23% of entrepreneurs in the Zilina Region and 35% in the Trencin
Region. Many Czech and Slovak entrepreneurs indicated that they are able to manage financial
risks in their companies. Despite the significant deterioration in the business environment, SMEs
demonstrate business optimism, with about 90% of the entrepreneurs in both countries believing
that their company will survive the next five years.

Key Words: Small and medium-sized enterprises, business environment, motives for business,
business risks, SMEs in society, business optimism.
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